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TUESDAY, MAY 10, 1960 


U.S. SENATE, 
SUBCOMMITTEE ON AGRICULTURAL 
Crepirt AND RurAL ELECTRIFICATION 
OF THE COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington D. C. 
The subcommittee met, pursuant to notice, at 10 a.m., room 324, 
Senate Office Building, Senator Spessard L. Holland (chairman) pre- 
siding. 
Present: Senators Holland, Young of Ohio, Schoeppel, and Cooper. 
Also present: Senator Allott. 
Senator HoLLANp. The subcommittee will please come to order. 
This hearing is on S. 2144 by the Senator from Colorado, Mr. Allott, 
for himself and other Senators. 
I first ask that the bill be incorporated as part of the hearing record, 
(S. 2144 follows:) 
[S. 2144, 86th Cong., 1st sess.] 


A BILL To simplify, consolidate, and improve the authority of the Secretary of Agriculture with respect 
to loans to farmers and ranchers, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) this Act may be cited as the ‘‘Consolidated 
Farmers Home Administration Act of 1959.” 

(b) The Congress finds that the statutory authority of the Secretary of Agri- 
culture, hereinafter referred to in this Act as the ‘‘Secretary,’’ for making and 
insuring loans to farmers and ranchers should be revised and consolidated to 
avoid multiplicity of loan types and to provide for a more effective credit services 
primarily for family-type farms. 


TITLE I—REAL ESTATE LOANS 


Sec. 2. The Secretary is authorized to make and insure loans to farmers and 
ranchers in the United States, the Territory of Hawaii, and in Puerto Rico and 
the Virgin Islands who (1) are citizens of the United States of America, (2) have a 
farm background and recent farming experience which the Secretary determines is 
sufficient to assure reasonable prospects of success in the proposed farming opera- 
tions, (3) are or will become owner-operators of not larger than family-type farms, 
and (4) are unable to obtain sufficient credit elsewhere to finance their actual 
needs at rates and terms prevailing in or near their community. 

Sec. 3. Loans may be made or insured under this title for acquiring, enlarging, 
or improving farms, including farm buildings, land and water development, use 
and conservation, refinancing existing indebtedness, and for loan closing costs. 

Sec, 4. The Secretary shall make or insure no loan under this title to an indi- 
vidual which would cause the total unpaid principal indebtedness against the farm 
offered as security to exceed (1) 90 percent of the fair and reasonable value deter- 
mined as prescribed by the Secretary and certified by the county committee 
established under section 32; or (2) $50,000 at any one time. 

Sec. 5. The Secretary is also authorized to make or insure loans to associations 
of farmers, including corporations not operated for profit and public or quasi- 
public agencies, for the purpose of providing farmers and ranchers with such 
facilities for soil and water conservation, development, use and drainage as the 
Secretary may specify from time to time. No such loan shall be made which 
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would cause the association’s unpaid principal indebtedness to the Secretary under 
this title and under the Act of August 28, 1937, as amended, to exceed $300,000 
at any one time. 

Src. 6. The period for repayment of loans under this title shall not exceed 
forty vears. The Secretary shall from time to time establish the interest rate or 
rates at which loans for various purposes will be made or insured, taking into 
consideration the prevailing private or cooperative interest rates for loans for 
similar terms and purposes, but no such rate shall exceed 5 per centum per annum, 
plus such fees and other charges as the Secretary may require. 

Sec. 7. Loans under this title may be insured by the Secretary, aggregating 
not more than $150,000,000 in any one vear, whenever funds are advanced or a 
loan is purchased by a lender other than the United States. In connection with 
insurance of loans, the Secretary— 

(a) is authorized to make agreements with respect to the servicing of loans 
insured hereunder and to purchase such loans on such terms and conditions 
as he may prescribe; and 

(b) shall retain out of interest payments by the borrower a charge at a 
rate determined by the Secretary equivalent to not less than 1 per centum 
per annum on the principal balance of the loan unpaid from time to time. 

Any contract of insurance executed by the Secretary under this title shall be 
an obligation supported by the full faith and credit of the United States and 
incontestable except for fraud or misrepresentation of which the holder has actual 
knowledge. 

Sec. 8. (a) The fund established pursuant to section 11(a) of the Bankhead- 
Jones Farm Tenant Act, as amended, shall hereafter be called the Agricultural 
Credit Insurance Fund and is hereinafter in this title referred to as the “fund.” 
The fund shall remain available as a revolving fund for the discharge of the 
obligations of the Secretary under agreements insuring loans under this title and 
loans and mortgages insured under prior authority. 

(b) Moneys in the fund not needed for current operations shall be deposited in 
the Treasury of the United States to the credit of the fund. The Secretary may 
purchase with money in the fund any notes issued by the Secretary to the Secre- 
tary of the Treasury for the purpose of obtaining money for the fund, 

(ce) The Secretary is authorized to make and issue notes to the Secretary of the 
Treasury for the purpose of obtaining funds necessary for discharging obligations 
under this section and for authorized expenditures out of the fund. Such notes 
shall be in such form and denominations and have such maturities and be subject 
to such terms aud conditions as may be prescribed by the Secretary with the 
approval of the Secretary of the Treasury. Such notes shall bear interest at a 
rate fixed by the Secretary of the Treasury, taking into consideration the current 
average market yields of outstanding marketable obligations of the United States 
having maturities comparable to the notes issued by the Secretary under this Act. 
The Secretary of the Treasury is authorized and directed to purchase any notes 
of the Secretary issued hereunder, and for that purpose, the Secretary of the 
Treasury is authorized to use as a public debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as amended, and 
the purposes for which such securities may be issued under such Act, as amended, 
are extended to include the purchase of notes issued by the Secretary. All 
redemptions, purchases, and sales by the Secretary of the Treasury of such notes 
shall be treated as public debt transactions of the United States. 

(d) Notes and security acquired by the Secretary in connection with loans 
insured under this title shall become a part of the funds. Notes may be held in 
the fund and collected in accordance with their terms or may be sold by the 
Secretary with or without agreements for insurance thereof. All net proceeds 
from such collections, including sales of notes or property, shall be deposited in 
and become a part of the fund. 

(e) The Secretary shall deposit in the fund such portion of the charge collected 
in connection with the insurance of loans at least equal to a rate of one-half of 1 per 
centum per annum on the outstanding principal obligations as he determines to 
be an appropriate insurance charge and the remainder of such charge shall be 
available for administrative expenses of the Farmers Home Administration to 
be transferred annually and become merged with an appropriation for adminis- 
trative expenses. 

(f) The Secretary may utilize the fund 

(1) to make loans which could be insured under this title whenever the 
Secretary has reasonable assurances that they can be sold without undue 
delay, and may sell and insure such loans, The aggregate of the principal of 
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such loans made and not disposed of shall not exceed $10,000,000 at any one 
time; 

(2) to pay the interest to which the holder of the note is entitled on loans 
heretofore or hereafter insured accruing between the date of any prepayments 
made by the borrewer and the date of transmittal of any such prepayments to 
the lender. In the discretion of the Secretary, prepayments other than final 
payments need not be remitted to the holder until the due date of the annual 
installment; 

(3) to pay to the holder of the notes any defaulted installment or, upon 
assignment of the note to the Secretary at the Secretary’s request, the entire 
balance due on the loan; 

(4) to purchase notes in accordance with agreements previously entered 
into; and 

(5) to pay taxes, insurance, prior liens, expenses necessary to make fiscal 
adjustments in connection with the application and transmittal of collections 
and other expenses and advances authorized in section 35(a) in connection 
With insured loans. 

Sec. 9. The Secretary shall take as security for the obligations entered into in 
connection with loans first or second mortgages on farms with respect to which 
such loans are made and such other security as the Secretary may require, and for 
obligations in connection with loans to associations under section 5, shall take 
liens on the facility or such other security as he may determine to be necessary. 
Such security instruments shall constitute liens running to the United States 
notwithstanding the fact that the notes may be held by lenders other than the 


United States. 
TITLE II—OPERATING LOANS 


Sec. 11. The Secretary is authorized to make loans to farmers and ranchers 
in the United States, the Territory of Hawaii, and in Puerto Rico, and the Virgin 
Islands who (1) are citizens of the United States of America, (2) who have a farm 
background and recent farming experience which the Secretary determines is 
sufficient to assure reasonable prospects of success in the proposed farming 
operation, (3) are or will become operators of not larger than family-type farms, 
and (4) are unable to obtain sufficient credit elsewhere to finance their actual needs 
at rates and terms prevailing in or near their community. 

Sec. 12. Loans may be made under this title for (1) paying costs incident to 
reorganizing the farming system for more profitable operation, (2) purchasing 
livestock, poultry and farm equipment, (3) purchasing feed, seed, fertilizer, 
insecticides, farm supplies and to meet other essential farm operating expenses, 
(4) financing land and water development, use and conservation, (5) refinancing 
existing indebtedness, (6) other farm needs including but not limited to family 
subsistence, and (7) for loan closing costs. 

Sec. 13. The Secretary shall make no loan under this title to any individual 
(1) which would cause the total principal indebtedness outstanding at any one 
time for loans made under this title and under section 21 of the Bankhead-Jones 
Farm Tenant Act, as amended, to exceed $30,000; Provided, however, That not 
more than 25 per centum of the sum made available for loans under this title shall 
be used for loans which would cause such indebtedness of any borrower under 
said Acts to exceed $10,000, (2) for the purchasing or leasing of land other than 
for cash rent, or for carrying on any land leasing or land purchasing program, or 
(3) in excess of an amount certified by the county committee. 

Src. 14. The Secretary shall make all loans under this title at an interest rate 
not to exceed 5 per centum per annum, upon the full personal liability of the 
borrower and upon such security as the Secretary may prescribe. Such loan 
shall be payable in not more than seven years and no such loans shall be made 
to any person who has been continuously indebted for loans under this title or 
under section 21 of the Bankhead-Jones Farm Tenant Act, as amended, or both, 
for immediately preceding ten years. 


TITLE III—EMERGENCY LOANS 


Sec. 21. (a) The Secretary may designate any area in the United States, the 
Territory of Hawaii, and in Puerto Rico and the Virgin Islands as an emergency 
area if he finds (1) that there exists in such area a general need for agricultural 
credit which cannot be met for temporary periods of time by private, cooperative, 
or other responsible sources (including loans the Secretary is authorized to make 
under title II or to make or insure under title I of this Act or any other Act of 
Congress), at reasonable rates and on terms and conditions which farmers and 
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ranchers could be expected to meet under the circumstances; and (2) that the 
need for such credit in such area is the result of a natural disaster or severe 
production losses. 

(b) The Secretary is authorized to make or participate in loans in any such 
area to established farmers or ranchers who are citizens of the United States of 
America and to private corporations or partnership engaged primarily in farming 
or ranching provided they (1) have experience and resources necessary to assure 
a reasonable prospect for successful operation with the assistance of such loan, 
and (2) are unable to obtain sufficient credit elsewhere to finance their actual 
needs at rates and terms prevailing in or near their community. 

Src. 22. Loans may be made under this title for any of the purposes authorized 
for loans under titles I or II of this Act. 

Sec. 23. The Secretary shall make no loan under this title to any individual, 
corporation, or partnership (1) which would cause the borrower’s unpaid principal 
indebtedness for loans made under this title to exceed $50,000, or (2) in excess 
of an amount certified by the county committee. 

Sec. 24. The Secretary shall make all loans under this title at the same rate of 
interest established for a loan for similar purposes under titles I and II of this 
Act, repayable at such times as the Secretary may determine, taking into account 
the purpose of the loan and the nature and effect of the emergency, but not later 
than provided for loans for similar purposes under titles I and II of this Act, and 
upon the full personal liability and available security of the farmer or rancher, 
or, in the case of corporations or partnerships, upon the full liability and available 
security of the corporation or partnership and of each person holding as much as 
10 per centum of the stock or other interest in the corporation or partnership. 

Sec. 25. The Secretary may make additional loans without regard to the 
designation of emergency areas under section 21 (a) or the $50,000 limit in section 
23, to persons or corporations who are indebted to the Secretary for loans under 
the Act of April 6, 1949, as amended, or the Act of August 31, 1954, as amended, 
to the extent necessary to permit the orderly repayment or liquidation of said 
prior indebtedness. 

Sec. 26. The Secretary is authorized to utilize the revolving fund created by 
section 84 of the Farm Credit Act of 1933, as amended (12 U.S.C. 1148a), (here- 
inafter in this title referred to as the ‘‘Emergenecy Credit Revolving Fund’’) for 
-arrying out the purposes of this title. 

Sec. 27. (a) All sums received by the Secretary from the liquidation of loans 
made under the provisions of this title or under the Act of April 6, 1949, as 
amended, or the Act of August 31, 1954, and from the liquidation of any other 
assets acquired with money from the Emergency Credit Revolving Fund shall 
be added to and become a part of the fund. 

(b) There are authorized to be appropriated to the Emergency Credit Revolv- 
ing Fund such additional sums as the Congress shall from time to time determine 
to be necessary. 


TITLE IV—ADMINISTRATIVE PROVISIONS 


Sec. 31. For the purposes of this Act and for the administration of assets under 
the jurisdiction of the Secretary of Agriculture pursuant to the Farmers Home 
Administration Act of 1946, as amended, the Bankhead-Jones Farm Tenant Act, 
as amended, the Act of August 28, 1937, as amended, title V of the Housing Act 
of 1949, as amended, the Act of April 6, 1949, as amended, the Act of August 31, 
1954, as amended, and the powers and duties of the Secretary under any other 
Act authorizing agricultural credit, the Secretary may assign and transfer such 
powers, duties and assets to the Farmers Home Administration, to be headed by 
an Administrator, appointed by the Secretary without regard to the civil service 
laws or the Classification Act of 1949, as amended, who shall receive basic com- 
pensation as provided by law for that office. 

The Secretary may— 

(a) administer his powers and duties through such national, area, State, 
or local offices and employees in the United States and the Territory of 
Hawaii and in Puerto Rico and the Virgin Islands as he determines to be 
necessary and may authorize an office to serve the area composed of two or 
more States if he determines that the volume of business in the area is not 
sufficient to justify separate State offices; 

(b) accept and utilize voluntary and uncompensated services, and with 
the consent of the agency concerned, utilize the officers, employees, equip- 
ment, and information of any agency of the Federal Government, or of any 
State, Territory, or political subdivision; 
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(ce) within the limits of appropriations made therefor, make necessary 
expenditures for rent at the seat of Government and elsewhere, purchase and 
exchange of supplies and equipment, purchase or hire of passenger vehicles, 
printing and binding without regard to the Act of January 12, 1895, as 
amended (44 U.S.C. 111), and such other facilities and services as he may 
from time to time find necessary for the proper administration of this Act; 

(d) acquire land and interest therein without regard to section 355 of the 
Revised Statutes, as amended, 

(e) compromise, adjust, or reduce claims and adjust and modify the terms 
of mortgages, leases, contracts, and agreements entered into or administered 
by the Farmers Home Administration under any of its programs, as cir- 
cumstances may require: P-ovided, however, That— 

(1) compromise, adjustment or reduction of el: aims of $15,000 or 
more must be effected by reference to the Secretary ef the Treasury or 
to the Attorney General pursuant to the provisions of section 3469 of 
the Revised Statutes (31 t: S.C. 

(2) compromise, adjustment or reduction of claims shall be based on 
a reasonable determination by the Secretary of the debtor’s ability to 
pay and the value of the security and with or without the payment of 
any consideration at the time of such adjustment or reduction; 

(3) releases from personal liability may also be made with or without 
the payment of any consideration at the time of adjustment of claims 
against 

(A) Borrowers who have transferred the security property to 
applicants eligible for loans to aequire such property under agree- 
ments assuming the outstanding secured indebtedness. 

(B) Borrowers who have transferred the security property to 
applicants eligible for loans to acquire such property under agree- 
ments assuming that portion of the secured indebtedness equal to 
the value of the security property or transferred the security 
property to the Secretary, if the county committee certifies and the 
Secretary determines that the borrowers have cooperated in good 
faith, used due diligence to maintain the security property against 
loss, if appropriate, have farmed in a workmanlike manner, and have 
otherwise fulfilled the covenants incident to their loans to the best 
of their abilities; and 

(C) Borrowers who have transferred the security property to 
persons not eligible for loans to acquire such property under agree- 
ments assuming the full amount or that portion of the secured in- 
debtedness equal to the current market value of the security 
property, on terms not to exceed five annual installments with 
interest at 5 per centum per annum on the unpaid balance, upon 
a determination by the Seeretary of the transferor’s reasonable 
repayment ability and the county committee’s certification as 
required in subparagraph (B) above. 

(D) The provisions of this subparagraph shall apply even though 
the farm transferred may be larger than a family-type farm. 

(4) no compromise, adjustment or reduction of claims shall be made 
upon terms more favorable than recommended by the appropriate 
county committee utilized pursuant to section 32 of this Act; and 

(5) any claim which has been due and payable for five years or more, 
and where the debtor has no assets or no apparent future debt-paying 
ability from which the claim could be collected, or is deceased and has 
left no estate, or has been absent from his last known address for a period 
of at least five years, has no known assets, and his whereabouts cannot 
be ascertained without undue expense, may be charged off or released 
by the Secretary upon a report and tavorable recommendation of the 
employee of the Administration having charge of the claim, and any 
claims involving a principal balance of $150 or less may be charged off 
or released whenever it appears to the Secretary that further collection 
efforts would be ineffectual or likely to prove uneconomical; and 

(6) partial releases and subordination of mortgages may be granted 
where the secured indebtedness remaining after the tr ansaction will be 
adequately secured, and the transaction and use of proceeds will further 
the purposes for which the loan was made, improve the borrower’s 
debt-paving ability, permit payments on indebtedness owed to or 
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insured by the Secretary, or permit payment of reasonable costs and ex- 
penses incident to the transaction. 

(f) collect all claims and obligations arising or administered under this Act, 
or under any mortgage, lease, contract, or agreement entered into or ad- 
ministered pursuant to this Act and, if in his judgment necessary and ad- 
visable, pursue the same to final collection in any court having jurisdiction. 
All legal work arising out of such claims and obligations, including, but not 
limited to, the prosecution and defense of all litigation, is authorized to be 
performed, as determined by the General Counsel of the Department of 
Agriculture, through the Department of Justice, by attorneys of the Office 
of the General Counsel of the Department of Agriculture, or by local counsel. 

Sec, 32. (a) The Secretary is authorized and directed to appoint in each county 
or area in which activities are carried on under this Act, a county committee 
composed of three individuals residing in the county or area, at least two of whom 
at the time of appointment shall be farmers deriving the principal part of their 
income from farming. Committee appointments shall be for a term of three 
years except that the first appointments for any new committee shall be for one-, 
two-, and three-year periods, respectively, so as to provide continuity for com- 
mittee membership. The Secretary may appoint an alternate for each committee 
member. The members of the committee and their alternates shall be removable 
for cause by the Secretary. 

(b) The rates of compensation, the number of days per month each member may 
be paid, and the amount to be allowed for necessary travel and subsistence ex- 
penses, shall be determined and paid by the Secretary. The members and 
alternate members shall be excluded from any statistical report on numbers of 
employees. 

(c) The committee shall meet on the call of the chairman elected by the com- 
mittee or on the call of such other persons as the Secretary may designate. 

(d) The committee shall, with the assistance of appraisals made by competent 
appraisers under rules established by the Secretary, recommend the fair and 
reasonable value of farms based on the normal value and when required, the value 
of other security property. The committee shall perform such additional duties 
as the Secretary may require. 

Sec. 33. In connection with loans made or insured under this Act, the Secretary 
shall require 

(a) the applicant to certify in writing that the applicant is unable to obtain 
sufficient credit elsewhere to finance his actual needs at rates and terms 
prevailing in or near his community. 

(b) except for loans under section 5, the county committee to certify in 
writing that the applicant meets the eligibllity requirements for the loan 
and has the character, industry, and ability to carry out the proposed farming 
operations, and will, in the opinion of the committee, honestly endeavor to 
carry out his undertakings and obligations; and for loans under section 5, the 
Secretary shall require the recommendation of the county committee as to 
the making or insuring of the loan. 

(c) an agreement by the borrower that if at any time it shall appear to the 
Secretary that the borrower may be able to obtain a loan from a production 
credit association, a Federal land bank, or other responsible cooperative or 
private credit source, at reasonable rates and terms for loans for similar 
purposes and periods of time prevailing in the area, the borrower will, upon 
request by the Secretary, apply for and accept such loan in sufficient amount 
to repay the Secretary or the insured lender, or both, and to pay for any 
stock necessary to be purchased in a cooperative lending agency in connection 
with such loan; and 

(d) such provision for supervision of the borrower’s operations as the 
Secretary shall deem necessary to achieve the objectives of the loan and 
protect the interests of the United States. 

Src. 34. All property subject to a lien held by the United States or the title to 
which is acquired or held by the Secretary under this Act other than property used 
for administrative purposes, shall be subje ct to taxation by State, Territory, 
district, and local political subdivisions in the same manner rand to the same extent 
as other property is taxed: Provided, however, That no tax which is based on— 

(1) the ad valorem value of any notes or mortgages or other lien instru- 
ments held by or transferred to the Secretary; 

(2) any notes or lien instruments administered under this Act which are 
made, assigned, or held by a person otherwise liabile for such tax; or 

(3) the ad valorem value of any property conveyed or tr: caobavend to the 
Secretary, whether as a tax on the instrument, the privilege of conveying or 
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transferring or the recordation thereof shall be imposed or collected on or 
with respect to such instrument; nor shall the failue to pay or collect any 
such tax be a ground for refusal to record or file such instruments, or for 
failure to impart notice, or prevent the enforcement of its provisions in any 
State or Federal court. 

Sec. 35. (a) The Secretary is authorized and empowered to make advances, 
without regard to any loan or total indebtedness limitation, to preserve and pro- 
tect the security for or the lien or priority of the lien securing any loan or other 
indebtedness owing to, insured by, or acquired by the Secretary under this Act 
or under any other programs administered by the Farmers Home Administration; 
to bid for and purchase at any execution, foreclosure, or other sale or otherwise 
to acquire property upon which the United States has a lien by reason of a judg- 
ment or execution arising from, or which is pledged, mortgaged, conveyed, 
attached, or levied upon to secure the payment of, any such indebtedness whether 
or not such property is subject to other liens; to accept title to any property so 
purchased or acquired; and to sell, manage, or otherwise dispose of such property 
as hereinafter provided. 

(b) Real property administered under the provisions of this Act may be 
operated by the Secretary for a period not in excess of one year from the date of 
acquisition or may be leased for such period or periods as the Secretary may deem 
necessary to protect the Government’s investment therein. 

(c) The Secretary may determine whether real property administered under 
this Act is suitable for disposition for purposes consistent with section 3 of this 
Act to persons eligible for assistance under title I of this Act. Any property 
which the Secretary determines to be suitable for such purposes shall, whenever 
practicable, be sold by the Secretary as expeditiously as possible to such eligible 
persons in a manner consistent with the provisions of title | hereof. Real property 
which is not determined suitable for sale to such eligible persons, or which has not 
been purchased by such persons within a period of three years from the date of 
acquisition, shall be sold by the Secretary at public or private sale at the best price 
obtainable after public notice for cash or on secured credit without regard to the 
laws governing the disposition of excess or surplus property of the United States 
The terms of such sale shall require an initial downpayment of at least 20 per 
centum and the remainder of the sales price payable in not more than five annual 
installments with interest on unpaid balances at 5 per centum per annum. Any 
conveyances under this Act shall include all of the interest of the United States, 
including mineral rights. 

(d) With respect to any real property administered under this Act, the Secre- 
tary is authorized to grant or sell easements or rights-of-way for roads, utilities, 
and other appurtenances not inconsistent with the public interest. With respect 
to any rights-of-way over land on which the United States has a lien administered 
under this Act, the Secretary may release said lien upon payment to the United 
States of adequate consideration, and the interest of the United States arising 
under any such lien may be acquired for highway purposes by any State or county 
in condemnation proceedings under State law by service by certified mail upon 
the United States attorney for the district, the State director of the Farmers Home 
Administration for the State in which the farm is located, and the Attorney Gen- 
eral of the United States: Provided, however, That the United States shall not be 
required to appear, answer, or respond to any notice or writ sooner than ninety 
days from the time such notice or writ is returnable or purports to be effective 
and the taking or vesting of title to the interest of the United States shall not 
become final under any proceeding, order, or decree until adequate compensation 
and damages have been finally determined and paid to the United States or into 
the registry of the court. 

Sec. 36. No officer, attorney, or other employee of the Secretary shall, directly 
or indirectly, be the beneficiary of or receive any fee, commission, gift, or other 
consideration for or in connection with any transaction or business under this 
Act other than such salary, fee, or other compensation as he may receive as such 
officer, attorney, or employee. No member of a county committee shall know- 
ingly make or join in making any certification with respect to any land in which 
he or any person related to him within the third degree of consanguinity has or 
may acquire any interest. Any persons violating any provision of this section 
shall, upon conviction thereof, be punished by a fine of not more than $2,000 or 
imprisonment for not more than two years, or both. 

Sec. 37. The Secretary may provide credit counseling assistance to farmers 
and ranchers concerning agricultural credit. The Secretary may also provide 


voluntary debt adjustment assistance between farmers and their creditors and 
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may cooverate with State, Territorial, and local agencies and committees engaged 
such debt adjustment, 

Sec. 38. (a) There is authorized to be appropriated to the Secretary such sums 
as the Congress may from time to time determine to be necessary to enable the 
Secretary to carry out the purposes of this Act and for the administration of assets 
transferred to the Farmers Home Administration. 

(b) The Secretary is authorized to make and issue notes to the Secretary of the 
Treasury for the purpose of obtaining funds in such amounts as the Congress 
may approve from time to time for making direct loans under this Act. Such 
notes shall be in such form and denominations and have such maturities and be 
subject to such terms and conditions as may be prescribed by the Secretary with 
the approval of the Secretary of the Treasury. Such notes shall bear interest at 
a rate fixed by the Secretary of the Treasury, taking into consideration the current 
average market yields of outstanding marketable obligations of the United States 
having maturities comparable to loans made by the Secretary under this Act. 
The Secretary of the Treasury is authorized and directed to purchase any notes 
of the Secretary issued hereunder, and for that purpose the Secretary of the 
Treasury is authorized to use as a public debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as amended, and 
the purposes for which such securities may be issued under such Act, as amended, 
are extended to include the purchase of notes issued by the Secretary. All re- 
demptions, prchases, and sales by the Secretary of the Treasury of such notes 
shall be treated as public debt transactions of the United States. 

(c) There is hereby established in the Treasury of the United States a revolving 
fund known as the ‘‘Farmers Home Administration Revolving Fund” (hereinafter 
in this section called the ‘‘revolving fund’). The provisions of this subsection 
shall not appky to the Agricultural Credit Insurance Fund or the Emergency 
Credit Revolving Fund, the assets and liabilities thereof, or the Secretary’s 
authority with respect thereto. 

There are hereby transferred to the revolving fund the unexpended balances of 
any appropriation, the sums heretofore borrowed, and the claims, notes, mort- 

gages, property, and receipts acquired and now held by the Secretary, including 
any claims, notes, mortgages, or property held by the Secretary on behalf of the 
Secretary of the Treasury which were made, arose, collected, or are being admin- 
istered under this Act or under the following Acts or parts thereof (hereinafter in 
this section referred to as ‘“‘said Acts’’): (1) titles I, II, and IV of the Bankhead- 
Jones Farm Tenant Act, as amended, including any amounts transferred from 
collections for loan insurance charges or other charges for administrative expenses; 
(2) the Farmers Home Administration Act of 1946 as amended excluding the 
assets of the State rural rehabilitation corporations but including any sums re- 
ceived from the accounts of said corporations for administrative expenses; (3) the 
Act of August 28, 1937, as amended, including any amounts transferred from collee- 
tions for loan insurance charges or other charges for administrative expenses; 
(4) title V of the Housing Act of 1949, as amended; (5) the item ‘‘Loans to farm- 
ers—1948 flood damage”’ in the Act of June 25, 1948 (62 Stat. 1038); (6) the item 

‘‘Loans to farmers—property damage”’ in the Act of May 24, 1949 (63 Stat. 82); 
(7) the sales and development accounts in the Water Conservation and Utiliza- 
tion projects (53 Stat. 685, 719, as amended and supplemented by 16 U.S.C. 
590v, zl-10); (8) the Aet of September 6, 1950; and (9) the Act of July 11, 1956. 

There shall be deposited in the revolving fund all appropriations hereafter made, 
any sums borrowed under existing or future authorizations for the purposes of said 
Acts or this Act, all notes, mortgages, claims and property hereafter acquired and 
held by the Secretary, the proceeds from the use and sale of any such property, all 
collections of principal and interest and any other receipts under said Acts or under 
this Act. 

The notes of the Secretary issued to the Secretary of the Treasury under said 
Acts or this Act and all other liabilities against the appropriations or assets trans- 
ferred to or deposited in the revolving fund shall be liabilities of the revolving fund 
and all other obligations against such appropriations or assets shall be obligations 
of the revolving fund. 

The unexpended balances of any appropriation or authorizations transferred to 
and all sums deposited in the revolving fund shall remain available to the Secretary 
until expended (1) for loans under title I of this Act not to exceed the total unobli- 

gated balances of the sums appropriated or made available for loans under title I 
a the Bankhead-Jones Farm Tenant Act, title V of the Housing Act of 1949, and 
the Act of August 28, 1937, for loans under title II of this Act not to exceed the 
unobligated balances of sums appropriated or made available for loans under title 
II of the Bankhead-Jones Farm Tenant Act, and for administrative expenses 
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under this Act not to exceed the appropriation for administrative expense, for the 
fiscal year current when this Act becomes effective; (2) for the purposes of this Act 
in such further annual amounts as Congress in appropriation Acts may from time 
to time determine; and (3) for repayments on notes issued by the Secretary to the 
Secretary of the Treasury: Provide d, however, That collections on sales and deve lop- 
ment accounts in water conservation and utilization projects shall be transferred 
to and deposited in miscellaneous receipts of the Treasury. Subject to the fore- 
going limitations, collections deposited in the fund may be utilized in lieu of, or 
partially in lieu of, issuing additional notes to the Seeretary of the Treasury under 
said Acts or under this Act. 

Sec. 39. The Secretary is authorized to make such rules and regulations, pre- 
scribe the terms and conditions for making or insuring loans, security instru- 
ments and agreements, except as otherwise specified herein, and make such 
delegations of authority as he deems necessary to carry out this Act. 

Src. 40. (a2) References to any provisions of the Bankhead-Jones Farm Tenant 
Act, title V of the Housing Act of 1949 or the Act of August 28, 1937 superseded 
by any provisions of this Act shall be construed as referring to the appropriate 
provision of this Act. Titles I, II, and IV of the Bankhead-Jones Farm Tenant 
Act, as amended, except section 44 of said Act as originally enacted which is hereby 
repealed and reenacted as the last sentence of section 32(¢) of title ITI of said 
Act, and the Act of August 28, 1937, as amended, title V of the Housing Act of 
1949, as amended, except the first sentence of section 511 thereof, the Act of 
April 6, 1949, as amended, and the Act of August 31, 1954, as amended, are hereby 
repealed effective June 30, 1960, or such earlier date as the provisions of this 
Act are made effective by the Secretary’s regulations. 

(b) Vhe repeal of any provision of law by this Act shall not 

(1) affect the validity of any action taken or obligation entered into 
pursuant to the authority of any of said Acts, or 

(2) prejudice the application of any person with respect to receiving assist- 
ance under the provisions of this Act, solely because such person is obligated 
to the Secretary under authorization contained in any such repealed pro- 
vision. 

(c) If any provision of this Act or the application thereof to any person or 
circumstance is held invalid, the remainder of the Act and the application of such 
provision to other persons or circumstances shall not be affected thereby. 


Senator Hotuanp. I next ask that the report of the Secretary, 


a letter from the Secretary of Agriculture E. T. Benson to Senator 
Ellender, chairman of this committee, dated September 2, be incorpo- 


rated in the record. 
(Letter referred to follows:) 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., September 2, 1959. 
Hon, ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

Dear SENATOR ELLENDER: This will reply to your request of June 16 for a 
report on 8. 2144, a bill to simplify, consolidate, and improve the authority of the 
Secretary of Agriculture with respect to loans to farmers and ranchers, and for 
other purposes. 

There is a need to simplify the operations of the Farmers Home Administration 
which have become unduly complicated by the many statutory authorities 
under which it operates. The Department, therefore, recommends favorable 
action on this bill. 

Title I of the bill would replace the authority for farm purchase and improve- 
ment loans now being made and insured under title I of the Bankhead-Jones 
Farm Tenant Act, soil and water conservation loans made under the act of August 
28, 1937, and loans for the construction and repair of farm dwellings and service 
buildings under title V of the Housing Act of 1949. Title II would authorize 
loans for operating purposes on essentially the same basis as such loans are now 
made under title II of the Bankhead-Jones Farm Tenant Act. Title III of the 
bill is designed to replace existing emergency lending authority now found 
primarily in Public Lae 38, Sist Congress. 

Consolidation of most of the real estate le nding activity of the Farmers Home 
Administration into one title would materially simplify the administration of 
this phase of our lending program. All regular real estate loans would be 
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limited to farms that are not larger than family type and could not result in a 
debt against the farm exceeding 90 percent of the fair and reasonable value of 
the farm as certified by the county committee. At present, this 90-percent 
limitation is applicable only to insured loans made under title I of the Bankhead- 
Jones Farm Tenant Act and to loans made under the Water Facilities Act of 1937, 
as amended. A maximum $50,000 principal indebtedness limitation would be 
applicable to all loans made to individuals under title I. The county average 
value limitation currently applicable in connection with land purchase loans 
would be eliminated. 

Soil and water conservation loans to associations for water development, use, 
conservation and drainage purposes would be continued; however, the loan 
limit would be increased from $250,000 to $300,000. This $50,000 increase is 
only slightly greater than the amount that would be needed to compensate for 
the inerease in labor and material costs since a $250,000 limit was established in 
1954. 

Title IT of S. 2144 establishes eligibility requirements for operating loans 
identical to those applicable to individual real estate loans under title I with 
the exception that operating loans May be made to both tenants and owner- 
operators. Basically, the authorities are the same as those currently in title IT 
of the Bankhesd-Jones Farm Tenant Act; however, the total indebtedness 
limitation has been increased from $20,000 to $30,000 and ineludes a provision 
that not more than one-fourth of the annual appropriation may be used to make 
loans which would increase the indebtedness of borrowers above $10,00 

Under title IIT the Secretary would be authorized to make emergency loans in 
any area which he designates as one in which a general need for agricultural 
credit exists which cannot be met by other credit sources and the shortage of 
credit is caused by a natural disaster or severe production losses. Existing 
laws provide separate rules for determination of areas in which emergency 
loans can be made. Emergency loans would be available only to established 
farmers and ranchers who are citizens and to private corporations and partnerships 
engaged primarily in farming or ranching. They must have the experience and 
resources necessary to assure reasonable success and be unable to obtain credit 
elsewhere. Emergency loans would be authorized for ail purposes specified 
in the bill for real estate loans under title I and operating loans under title IT. 
The interest rate would be the same as the then current rate for regular loans for 
the same purposes, but not more than 5 percent. The bill provides for a maximum 
principal indebtedness limitation to any one borrower of $50,000. There is no 
monetary limitation applicable to production emergency loans under existing 
authority. The Disaster Loan Revolving Fund created by section 84 of the 
Farm Credit Act of 1933 would remain intact and would be renamed ‘The 
Emergency Credit Revolving Fund.” 

Title IV of the bill is addressed primarily to administrative powers and fune- 
tions. Title IV would sitrplify the servicing of existing loans and the general 
administration of the lending activities of the Farmers Home Administration. 
This title also provides for the establishment of a Treasury account designated as 
“The Farmers Home Administration revolving fund,’ to which would be trans- 
ferred the existing assets and liabilities of the current loan programs and in which 
collections and other receipts would be deposited. Loans could be made and 
expenses paid from the revolving fund only in such amounts as may be authorized 
in annual appropriation acts, thus preserving full congressional control of obliza- 
tions from the fund through the annual appropriation process. Repayments 
to the Secretary of the Treasury on notes issued by the Secretary of Agriculture 
would also be made from the fund. The purpose of the revolving fund would be 
to permit the establishment of a net expenditure budget for each vear which would 
reflect receipts from collections on loans as offsets against disbursements for loans 
and administrative expenses. Excluded from the operation for budgetury reasons 
would be the proposed emergency credit revolving fund and the proposed avricul- 
tural credit insurance fund provided for by this bill as a substitute for the existing 
farm tenant-mortgage insurance fund. The proposed Farmers Home Adminis- 
tration revolving fund would operate in the same manner as the revolving fund 
proposed by the Department in a letter dated January 28, 1959. The latter 
propose! has been introduced by you as 8. 870. 

The hill preserves the use of county committees in the administrative organi7a- 
tion. The committee membership is the same as now provided, but the statutory 
per diem rate has been eliminated from the bill. 

Most of the legislative authorities for the present Farmers Home Administration 
program would be repealed, except the amendment to title V of the Housing Act 
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of 1949 authorizing $450 million for farm housing loans for the 5-year period 
terminating June 30, 1961. All of the repeals would be effective June 30, 1960, 
or such earlier date as the Secretary might by regulation make provisions of the 
bill effective. 

The Bankhead-Jones Farm Tenant Act, as amended, now authorizes the invest- 
ment of surplus funds of the farm tenant-mortgage insurance fund in direct obliga- 
tions of the United States. The Department recommends, therefore, that section 
8(b) of S. 2144 be amended to provide for a continuation of this authorization with 
respect to the agricultural credit insurance fund by inserting at the end of the 
first sentence thereof the following: ‘‘or invested in direct obligations of the United 
States or obligations guaranteed as to principal and interest by the United States.” 

The Department suggests the following changes in the bill: 

The continuing provisions contained in section 38(c) should be clarified par- 
ticularly with respect to the availability of loan funds heretofore authorized under 
title V of the Housing Act of 1949, as amended. It is suggested that a portion of 
the fifth paragraph of section 38(c), starting on line 10, page 28, and ending on 
line 23, page 28, be revised to read as follows: 

“The unexpended balances of any appropriation or authorizations transferred 
to and all sums deposited in the revolving fund shall remain available to the 
Secretary until expended (1) for loans under title I of this Act not to exceed the 
total unobligated balances of the sums appropriated or made available for loans 
under title I of the Bankhead-Jones Farm Tenant Act, the Act of August 28, 1937 
and not to exceed the amount apportioned by the Bureau of the Budget for loans 
under title V of the Housing Act of 1949, as amended, for the fiseal years 1960 and 
1961, for loans under title II of this Act not to exceed the unobligated balances of 
sums appropriated or made available for loans under title I] of the Bankhead-Jones 
Farm Tenant Act, and for administrative expenses under this Act not to exceed 
existing appropriations for administrative expenses when this Act becomes 
effective; (2) for the purposes * * *,” 

It is suggested that a portion of section 40(a), beginning on line 1 and ending 
on line 5 of page 30 be revised to read as follows: 

“# * * except the authorization contained in section 511 thereof and the Act 
of April 6, 1949, as amended are hereby repealed effeetive June 30, 1960, or such 
earlier date as the provisions of this Act are made effective by the Secretary’s 
regulations.” 

These revisions would make it clear that the substantial balance remaining in 
the authorization to borrow from the Treasury for farm housing loans during the 
5-year period 1957-61 under the authority of title V of the Housing Act of 1949, 
as amended, would not be available beyond the fiscal year 1961 as now authorized. 
Also, this change would make it clear that the amount of funds from this source 
in fiseal years 1960 and 1961 for loans under title I of 8S. 2144 would be limited to 
the amount approved for apportionment under the regular apportionment proce- 
dures. Reference to the act of August 31, 1954, has been eliminated since this 
act expired on June 30, 1959. 

Also it is suggested that the words “‘interest on and”’ be inserted before the word 
“repayments” on line 1, page 29, of the bill. This change would make it clear 
that interest payments as well as principal repayments on notes to the Secretary 
of the Treasury could be made from the re volving fund. 

The Bureau of the Budget advises that enactment of this proposed legislation 
would be in accord with the program of the President. 

Sincerely yours, 
- E. T. Benson, Secretary. 


Senator HoLuanp. I note also that there is a bill suggesting further 
amendment of the basic legislation offered by the Senator from 
Hawaii, Mr. Fong, for himself and his colleague, Mr. Long, suggesting 
a single simple amendment to the basic act. T note that there is a 
report on that amendment by letter to Senator Ellender from Mr. 
True D. Morse, dated March 2, 1960. 

Lask that the bill by Senator Fong and the report of the Department 
of Agriculture be both included in “the record. 

(S. 2891 and report follow:) 
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[S. 2891, Sith Cong., 2d sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act, as amended, and title V of the Housing Act of 
1949, as amended, so as to authorize the Secretary of Agriculture to make financial assistance available 
under such Acts to persons holding leasehold interests in lands in the State of Ilawaii, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 1 of the Bankhead-Jones Farm 
Tenant Act, as amended, is amended by adding at the end thereof the following 
new subsection: 

‘‘(d) For the purposes of this title and title 1V of this Act, the terms ‘owner’, 
‘farm’, and ‘mortgage’ shall be deemed to include, respectively, the lessee of, the 
land included in, and other security interest in, any leasehold interest in the State 
of Hawaii which the Seeretary determines has an unexpired term for a sufficient 
period beyond the repayment period of the loan to provide (1) adequate security, 
and (2) reasonable probability of accomplishing the objectives for which the loan is 
made.”’ 

Sec. 2. Subsection (b) of section 501 of the Housing Act of 1949, as amended, 
is amended by inserting ‘‘(1)"’ immediately after ‘‘(b)’’, and by adding at the end 
thereof the following new paragraph: 

(2) For the purposes of this title, the terms ‘owner’, ‘farm’, and ‘mortgage’ 
shall be deemed to include, respectively, the lessee of, the land included in, and 
other security interest in, any leasehold interest in the State of Hawaii which the 
Secretary determines has an unexpired term for a period sufficiently beyond the 
repayment period of the loan to provide (1) adequate security, and (2) reasonable 
probability of accomplishing the objectives for which the loan or grant is made.” 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 2, 1960. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

DEAR SENATOR ELLENDER: This is in reply to your request of January 26 for 
a report on S. 2891, a bill to amend the Bankhead-Jones Farm Tenant Act, as 
amended, and title V of the Housing Act of 1949, as amended, so as to authorize 
the Secretary of Agriculture to make financial assistance available under such acts 
to persons holding leasehold interests in lands in the State of Hawaii, and for 
other purposes. 

The Department recommends that the bill be passed. 

A substantial portion of the land in Hawaii is operated on the basis of leasehold 
agreements; consequently, the authorities in titie I of the Bankhead-Jones Farm 
Tenant Act and title V of the Housing Act of 1949 to make loans to person who 
are or will be farmowners are not applicable to many farmers in Hawaii. 5. 2891 
makes title I of the Bankhead-Jones Farm Tenant Act, as amended, applicable to 
leasehold interests provided the borrower is able to furnish adequate security and 
there is reasonable possibility of accomplishment of the objectives for which the 
loan is made. This, we believe, would provide a satisfactory legal basis for mak- 
ing farm ownership and farm housing loans to qualified holders of leasehold 
interests in the State of Hawaii. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TruE D. Morssk, Acting Secretary. 


Senator HoLuanp. I note also the letter from Comptroller General 
Joseph Campbell to Senator Ellender, dated August 6, 1959, relating 
to S. 2144. 

I ask that that also be incorporated in the record. 

(Letter referred to follows:) 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 6, 1959. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

Drar Mr. CHarRMAN: Your letter of June 24, 1959, acknowledged June 25 
requests a report on 8S. 2144. 

The first three titles of the proposed bill are designed primarily to simplify 
the operations of the Farmers Home Administration (FHA) by consolidating many 
statutory authorities under which it operates. The fourth title of the bill would 
simplify the servicing of certain loans and administration of the lending activities. 

Title I of the bill would replace the authority for farm purchase and improve- 
ment loans now being made and insured under title I of the Bankhead-Jones 
Farm Tenant Act, as amended, 7 U.S.C. 1001 et seq., soil and water conservation 
loans Made under the act of August 28, 1937, 50 Stat. 869, as amended, 16 U.S.C. 
590r et seq., and loans for the construction and repair of farm dwellings and 
service buildings under title V of the Housing Act of 1949, as amended, 42 U.S.C. 
1471 et seq. 

In our report of the audit of FH A for fiscal year ended June 30, 1955 (B—114873), 
we stated that the administrative expenses borne by FHA under the insured 
programs are larger than the expenses would be for a comparable volume of direct 
loans. Under the insured loan program FHA handles all details of making the 
loans, processing applications, supervising borrowers’ operations, and servicing 
the accounts. Additional expenses include the cost of locating the funds, of 
handling the transactions through private lenders, and of purchasing and re- 
financing loans acquired at the request of lenders. FHA purchased approximately 
88.4 million of farm ownership insured loans from lenders in fiscal year 1957. 
We suggest that to the extent that the lenders request FHA to purchase the loans, 
the necessity for Treasury financing of the loan program will not have been avoided 
but merely deferred until the initial period for holding loans has expired. The 
proposed bill would not change the procedures for conducting the insured loan 
programs. 

Title Il would authorize operating loans on essentially the same basis as such 
loans are now made under title II of the Bankhead-Jones Farm Tenant Act, as 
amended, 7 U.S.C. 1007 et seq. 

Title IIT of the bill authorizes the Secretary of Agriculture to make emergency 
loans for any of the purposes authorized under titles I or II thereof, from the 
revolving fund created by section 84 of the Farm Credit Act of 1933, as amended, 
12 U.S.C. 1148a, the fund to be hereafter referred to as the ‘‘EXmergency credit 
revolving fund.” 

In our report on the audit of FHA for the fiscal year ended June 30, 1955 
(B-114873), we recommended that legislation be proposed to the Congress to 
consolidate and simplify emergency loan authorities in accordance with the 
minimum needs of the Nation’s agricultural industries. The provisions of title III 
would accomplish the objective of our recommendation. 

Title IV would simplify the servicing of existing loans and the general adminis- 
tration of the lending activities of the Farmers Home Administration. This title 
also provides for the establishment of ‘‘The Farmers Home Administration revolv- 
ing fund,”’ to which the existing assets and liabilities of the current loan programs 
would be transferred and in which collections and other receipts would be 
deposited. 

The use of the proposed revolving fund will facilitate placing the annual budget 
estimates of Farmers Home Administration on a net expenditure basis. While we 
agree with the desirability of placing these annual budget estimates on a net 
expenditure basis, the use of a revolving fund is not the only method of accom- 
plishing this result. We believe that, irrespective of the method of financing 
adopted, the content and presentation of financial data can and should be respon- 
sive to the needs of their respective users in the agencies, the Treasury Depart- 
ment, and the Bureau of the Budget, and the Congress. 

The financing of programs by revolving funds rather than by the usual appro- 
priation procedure generally tends to dilute congressional control over such pro- 
grams. The normal revolving fund as defined in our regulations (2 GAO 1235.30b 
and 7 GAO 1020.75), and in section 21 of Bureau of the Budget Circular No. A—34, 
are based on the concept that a revolving fund does not require annual congres- 
sional authorization. However, it appears that the revolving fund proposed in the 
bill deviates substantiaily from the normal revolving fund in that the language used 
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in section 38(c) of the bill has the effect of reserving congressional control over the 
program activities through the annual appropriation processes. In view thereof 
we offer no objection to favorable consideration of the bill. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Senator HoLLanp. Senator Allott, we are glad to have you, and you 
may proceed. 


STATEMENT OF HON. GORDON ALLOTT, A U.S. SENATOR FROM 
THE STATE OF COLORADO 


Senator ALLorr. If it is satisfactory to you, I would just like to 
comment to you briefly and offer my statement for the record. 

Senator Hotuanp. The full statement will be incorporated in the 
record. 

(Prepared statement of Senator Allott follows: ) 


Mr. Chairman, I appreciate deeply the opportunity to appear before your com- 
mittee and lend whatever assistance I can to an understanding and eventual 
approval of the bill, 8S. 2144 to consolidate and simplify the farm credit authority 
of the Farmers Home Administration. As you well know, the need for such legis- 
lation is clear; the assistance it would lend to qualified farm and ranch families 
cannot be brought to them soon enough. 

This is exactly the same as the bill that was introduced in the House by Con- 
gressman Cooley as H.R. 7628, and, which with revisions, has now been reported 
as clean bill by the House Committee on Agriculture as H.R. 11761. 

As the chairman knows we have worked on this legislation for more than 5 
years. I believe that each time we have been over it with officials of the Depart- 
ment of Agriculture and the Farmers Home Administration we have improved the 
bill. The House committee under the able leadership of Congressman Cooley 
and with monumental help from Congressmen Pogue and McIntire has through 
many hours reviewed the bill page by page and made further desirable refinements 
although there are no major substantive changes from the original bill. It is my 
understanding that the Department approves H.R. 11761 in general, but they will 
of course speak for themselves. I believe the legislation is now in good technical 
form. 

Briefly, Mr. Chairman, I want to say that the present farm credit authority 
is woefully outmoded. Its machinery, under its own weight, functions most 
cumbersomely. The present act had its foundation back in 1933 with the old 
Bankhead-Jones Act. Since that time, it has been amended some 30 times. As 
a result, we now have a crazy-quilt patchwork of laws relating to this type of 
lending activity. Actval field operations of the Farmers Home Administration, 
charged with the functioning of the act, are in danger of becoming entirely bogged 
down in redtape. 

As an example of this, I can recall that several years ago, during the drought 
situation in Colorado, farmers were lined up for a block and a half outside FHA 
offices waiting to get credit. Why? Because the procedures are so complex 
from these amendments and reamendments * * * regulations and reregulations 
that the working officials could barely move. As a matter of fact, there are 
1,200 pages of regulations just interpreting these laws. 

All our bill is attempting to do, Mr. Chairman, is simplify and modernize the 
law without changing its basic principles. 

Moreover, I have high hopes that this bill will enable the Department of 
Agriculture to save substantial amounts of the taxpayers’ money. At the very 
least, it will not cost anything to provide for the more simple and efficient program 
in the Farmers Home Administration. My bill would make it possible for the 
Farmers Home Administration to simplify their program and gear it more 


realistically to the legitimate credit needs of those of the Nation’s farmers who are 


unable to obtain adequate credit from private financial institutions. 

In the recent drought in mv area of the country, it was not unusual for a farmer 
or a stockman in financial distress to wait 60 or 90 davs for a decision on his 
application for emergency assistance. This is wrong and there is no need for it. 
These decisions must be made at the local level and we in Congress must make 
it possible for such decisions to be made intelligently and promptly. 
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This bill recognizes the four essentials of a good agricultural credit program: 

First. The program must be permanent; the specter of lack of credit from crop 
failure, drought, or difficult economic conditions, hangs like a black cloud over 
the farmer, as much as any fear which can possess him. 

Second. It must be plain and simple. The Department of Agriculture itself 
from time to time has difficulty in applying the various overlapping statutes. 
How much more difficult it is for the local committeemen, who devote only part 
time to their duties and who are not Philadelphia lawyers, but simply hardworking, 
honest, conscientious committeemen trying to do a job. When a farmer comes 
into the Farmers Home Administration office and is confronted with an employee 
having difficulty in interpreting Government regulations, it is only natural that 
the situation will plant disgust, unrest, and dissatisfaction in his mind. It is no 
wonder that a sknplified version of these agricultural laws has been not only sought 
after, but has been labeled the ‘‘People’s Bill.” 

Third. It must be prompt. We all know that most farmers and stockmen 
can anticipate most of their needs for credit some time in advance, but the 30 or 
60 or 90 days from the time a farmer or stockman has been informed his banker 
or credit institution cannot carry him further, can pass at a terrifyingly fast pace, 
when the only alternatives in sight are foreclosure or credit from the Government. 

Fourth. Lastly, it must be designed to serve the needs of the farmer. <A 
farmer or rancher who is unable to secure financing necessary to his agricul- 
tural operation does not want to be told to choose between various types of 
loans available under existing law for land purchase, for land development, 
for farm housing and other buildings, for soil and water conservation facilities and 
practices and for drainage, and for refinancing, all of which are now to be secured 
by the farmer’s land, or for farm operating and subsistence expenses, but each of 
which is subject to different eligibility requirements, terms and limitations. Nor, 
in emergency situations, is the farmer or rancher interested in whether the area 
is declared by the President as a major disaster area or by the Secretary of Agri- 
culture as a production disaster area or an area of economic emergency, conditions 
which under existing law control the availability and terms and conditions of 
emergency credit. The farmer or rancher who needs this type of credit wants to 
know how much money he can borrow for his overall operations, considering his 
resources and repayment ability. This is the approach he would take in apply- 
ing to any responsible lending institution if his resources were adequate for con- 
ventional or cooperative credit, and it is the way his problems would be handled 
by the Farmers Home Administration under this bill. 

I pay tribute to the committeemen and county supervisors of the Farmers 
Home Administration, who have done a very great job during the trying years 
of drouth and flood throughout this country. But we have made this job unneces- 
sarily difficult for them and we should correct that situation in the interest of our 
farmers. 

The bill is, I sincerely believe, well conceived and, in its present form, capable 
of accomplishing our goal of simplifying, modernizing and codifying our farm 
credit authority and operation. Enactment of this bill will promote not only 
the best interests of our farm community but the cause of good government. 


Senator ALttorr. Mr. Chairman, the bill offered by myself and the 
others is designed primarily to consolidate and simplify the farm loan 
programs which we have here under the authority of the Farm Home 
Administration. 

H.R. 7628 was offered by Congressman Cooley in the House. It 
is an identical bill to the bill offered by myself. 

After some six sessions in the House incorporating minor changes 
in the bill, the committee reported out a new bill, and I must say that 
I owe my deep appreciation to Congressman Cooley as well as Con- 
gressmen Poage and McIntire for the many hours they spent working 
on this matter. 

The thing that has occasioned this bill is that the machinery for 
the farm credit system is woefully outmoded. It started in 1933 in 
the Bankhead-Jones Act, and it has now been amended some 30- 


odd times. And as a result we have a crazy patchwork of laws which 
are almost impossible to interpret. 
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As a matter of fact, the regulations interpreting these laws them- 

selves amount to some 1,200 pages. 
t Now, this is not bad, I guess, iif you have a Philadelphia lawyer and 
a lot of people to interpret it. But the people who constitute our 
local committees of FHA, as the chairman well knows, are often not 
even college graduates, let alone lawyers. And when this problem 
first came up to me I went around my own State and met with these 
committees, met innumerable times with representatives of the De- 
partment of Agriculture to see if we could not simplify this program 
so that it would work, so that decisions could be made at the local 
level upon simple principles. 

This bill resulted, refined a great deal since and it seems to me that 
the bill has the four essentials of a good agricultural credit program. 

And I might say, it was always my attempt and aim not to try to 
change the principles of farm credit, but only to simplify into simple 
lending powers so that it would have these four attributes: 

First, it must be permanent. The seeker of farm credit is a man 
who has already exhausted his other means, and it must be permanent 
so that he knows it is there when he needs it. 

It must be plain and simple so that not only he can understand the 
program, but also the local administrators of it. 

Third, it must be prompt. It does not do a man who needs money 
badly any good to have an application kicking around between the 
county and State office and the Department of Agriculture while he 
awaits a decision. He may have lost what he was waiting for in the 
meantime. In times past, this process has taken 6 months. 

Fourth, it must be designed to serve the needs of the farmer. 

In this respect now, both bills—and there are minor differences in 
them have just this one objective, and that is to collect all the 
FHA authority. The bill divides loans first of all into real estate 
loans, second, into operating loans, and third, into emergency loans, 
and the emergency loans retain the characteristics of emergency loans 
under the present laws. 

I simply want to say in conclusion, Mr. Chairman, that as to the 
technical aspects of the bill, I must give credit to Mr. Kenneth Scott, 
and particularly to Kermit Hansen, ‘Henry Smith, Howard Campbell, 
and Fred Mynatt of the Department, who have helped me tremen- 
dously in working out the details of this bill. And as to the technical 
aspects of the bill, Mr. Hansen is here, and I am sure they are pre- 
pared and ready to testify to it. 

Senator Hottanp. Does this bill continue the fundamental concept 
applicable to the Farmers Home Administration, that it deals only 
with cases of marginal credit where the ordinary sources of credit have 
either been exhausted or have found themselves unable to extend the 
facilities? 

Senator ALLorr. Yes; it does, sir. 

In other words, to answer it more completely, it is not contem- 
plated as a substitute for production credit assoc  tioike or cooperative 
loaning associations or banks. 

Senator HoLuanp. It is not intended as a substitute for any part 
of the Farm Credit Administration setup which deals with normal 
agricultural credit or commercial lending institutions? 

Senator ALLorr. No; it is not. 
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Senator Hotianp. Has the bill been submitted to and scanned by 
the technical men in the Farm Credit Administration? 

Senator AtLorr. It has. 

Mr. Kenneth Scott is the head of the FHA Administration. Mr. 
Kermit Hansen, the Director, is here. The Mr. Minatt and Mr. 
Campbell that I referred to are both attorneys in the department over 
there. And it has been not only worked over once but many, many 
times by these people. 

Senator HoLLaAnb. Are you familiar with this proposed amendment 
by Senator Fong and Senator Long? 

Senator ALLorr. Iam not, sir. I have not seen it. 

Senator HoLianp. It seems to be applicable only to a situation in 
Hawaii under which long-term leases under producing agricultural 
lands are the rule in many cases. And it seems to be an effort to 
adapt the operations of the Farmers Home Administration to long- 
time leaseholds under such situations as may be determined to be long 
enough in operation to give full protection to the FHA. 

You have no views on that one way or the other, I take it? 

Senator AtLorr. As far as it is applicable only to Hawaii, no. I 
think the limits of the times on this bill are as much the House Com- 
mittee on Agriculture thinks they should go. And since | have not 
examined the proposed amendment, I would rather not comment on it. 

Senator HoLLANb. Senator Fong, we have already started the hear- 
ing and your bill and the report of the Department of Agriculture on 
it have already been incorporated in the record. 

Would you like to be heard at this time? 


STATEMENT OF HON. HIRAM L. FONG, A U.S. SENATOR FROM 
THE STATE OF HAWAII 


Senator Fone. Yes. 

Mr. Chairman, I thank vou for the privilege of coming before you 
today in the interest of Hawaii’s farmers to speak in behalf of S. 2891, 
a bill I introduced earlier this session together with my colle augue, 
Senator Long of Hawaii. 

Mr. bill would amend the Bankhead-Jones Farm Tenant Act and 
title V of the Housing Act of 1949, so that financial assistance may 
be made available to farmer lessees in Hawaii. This bill has received 
the approval and support of the Department of Agriculture. 

To unde rstand why this legislation is necessary, one must under- 
stand Hawaii’s unique land problems, and I would like to sketch briefly 
for you a little Hawaiian history and show you why so much of our 
land is held under lease, which in turn prohibits our lessee farmers 
from enjoving some of the benefits of the Bankhead-Jones Act and 
the Housing Act of 1949. 

Just a little more than a century ago, the King of Hawaii was the 
sole landowner; even his chiefs held their land in fief. The christiani- 
zation of the kingdom which began in 1820 culminated in the emer- 
gence of Hawaii as one of the civilized countries of the world. The 
form of government gradually changed from an absolute to a limited 
monarchy. 

Kamehameha III, who became King in 1833, realized the incom- 
patibility of a feudal land system and a constitutional form of govern- 
ment, and, through a land commission, introduced land reforms 
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which vested land interests in the King, the chiefs, and the tenants 
on an equal basis, one-third to each class. 

In addition, the King divided his land share, setting aside two- 
thirds as public domain—later known as government lands—and 
reserving the remaining third as his private estate or crown lands. 
In turn, his chiefs divided their land. This land division is known as 
the Mahele of 1848. Original titles of all lands in Hawaii are derived 
from but three sources: the land commission’s confirmation of chiefs’ 
and commoners’ land, and from the sale of government lands and 
crown lands. 

As a result of these historical factors, a large part of the land in 
Hawaii is controlled by a few landowners and real estate transactions 
in Hawaii are comprised predominantly of the sale of leases. Just as 
land is sold on the open market here on the mainland, leases are sold 
on the open market in the State of Hawaii. Both the government 
and most of the larger landowners attempt to keep leaseholds as 
negotiable and desirable as fee simple lands. 

Under present tax laws, the disposition of the large estates will 
usually invoke the full burden of taxation as ordinary income. The 
gains will not be eligible for capital gains treatment if the property 
is divided for sale. Division for sale would be the only feasible 
method of disposing of such large landholdings. Therefore, at the 
present time it is impracticable for estate trustees in Hawaii to make 
available their holdings for sale in fee simple without incurring an 
almost prohibitive tax burden. 

Much of this land was bought long, long ago, Mr. Chairman, and 
if it were sold today in broken-up lots these people would have to 
pay an income tax of 90 percent on the land; so, as a result, they 
hold it rather than sell it. 

A vivid and typical illustration of how our unusual landholding 
situation came into being is found in the Bishop Estate, a charitable 
trust which holds 371,000 acres. The Bishop Estate lands once 
belonged to the chiefs of the Kamehameha line. I believe this repre- 
sents approximately 10 percent of the land in Hawaii. 

Princess Pauahi, the last of the Kamehamehas, who became Mrs. 
Charles R. Bishop, left her lands in trust to provide for the construe- 
tion and maintenance of two schools to be devoted to the education 
of native Hawaiian children. Mrs. Bishop had witnessed the irre- 
sponsible selling of inherited parcels of land by former tenants for 
short-lived monetary gain. Fearful that a lack of appreciation for 
the intrinsic and potential value of their land would result in the 
loss of heritage, she instructed the trustees of the estate not to sell 
any of the land unless they were convinced that it was for the best 
interest of the purposes for which the estate was left in trust. 

The Bishop estate has been administered in so assiduous a manner 
as to protect the interests of the people both by providing educational 
opportunities for Hawaiian youth and through the maintenance of 
realistic rentals on the property. The trustees have created a repu- 
tation for creditable leaseholds, and 63,000 acres have been sold in 
fee simple. The number and size of private Hawaiian landed estates 
is on the decrease, but the Bishop estate, being charitable in nature, 
is a perpetual trust. 

The fact is that leased land actually permits the establishment of 
farms in many instances where a higher capital outlay would be pro- 
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hibitive. Since considerably more capital is required to begin farm 
operations in Hawaii today, as compared with a number of years ago, 
leaseholds are distinctly advantageous. 

The necessary stimulant for the continued growth and development 
of agriculture in Hawaii can be summed up in one word—credit. 
There is a great need for a source of long-term credit to assist farmers 
operating on leased land. 

In the past, the short tenure of leases deterred the granting of credit, 
but this becomes less and less a deterrent in view of the trend toward 
longer term lease agreements for both Government and _ private 
lands. Since capital is needed to prepare the land and to build homes 
and farm buildings on undeveloped farm plots, the financing which 
would be available under the Bankhead-Jones Act and title V of the 
Housing Act of 1949 is of tremendous importance to the future of 
Hawaii’s farmers. 

Many valuable export crops require from 2 to 7 years to mature. 
These crops afford a lucrative potential for expande ‘d agricultural pro- 
duction if the farm operators can secure financing. We would be 
shamefully wasteful and totally lacking in foresight if we did not en- 
courage the State’s agricultural growth and expansion through the 
provision of loans to these farmers who operate under leaseholds. 
Adequate credit is essential to continued progress. It will enable 
Hawaiian farmers to put into operation the wealth of new methods 
and techniques which have contributed so much to the agricultural 
productivity of our Nation, 

Concern has been expressed that a leasehold does not provide 
adequate security. In this respect let me point out that under the 
terms of my bill the Secretary of Agriculture has complete discretion 
in making financial assistance available to lessee-farmers. If he feels 
that the security provided is inadequate, he simply does not have to 
make the loan. In addition, under Hawaiian law foreclosure pro- 
cedures are applicable to leaseholds as well as to fee simple land. 

Other Federal agencies have recognized Hawaii’s unique land prob- 
lem and have provided assistance similar to that for which I am asking. 
The Federal Housing Administration has recognized the land shortage 
problem in Oahu, the most populous island, and insures loans on long- 
term leasehold land on that island. Also, the Veterans’ Administra- 
tion now provides for veterans’ home loans on leasehold property in 
Hawaii. 

There is great support for my bill in Hawaii. In 1957, before 
Hawaii attained statehood, the 29th Territorial Legislature petitioned 
the Congress, requesting that the Bankhead-Jones Act be amended 
to allow the making of real estate mortgages on long-term leased 
lands in the T erritory of Hawaii. More recently, I have received a 
number of communications indicating widespread support in Hawaii 
for this legislation. 

In a recent statement before the House Committee on Agriculture, 
a representative of the Department of Agriculture indicated the 
willingness of the Department to make whatever adjustments might 
be necessary to make Hawaiian leasehold farmers eligible for farm 
ownership and farm housing loans. The Department, in a letter to 
Senator Ellender, dated March 2, 1960, stated that my bill, S. 2891, 
“would provide a satisfactory legal basis for making farm housing 
and farm ownership loans to qualified leasehold interest” in my State. 
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7 closing, let me emphasize these facts: 

The Hawaiian farmer is able to secure only a limited amount 
of land in fee simple, thus his farm ownership must take the form of 
capital investment on long-term leased land. 

(2) Unless and until legislative action is taken to eliminate the tax 
burden sustained by the large landowners in the sale of property, the 
amount of land available for sale in fee simple will continue to be 
limited. This is not before this committee and as far as I know, 
nothing has been done on this end. 

(3) Should more salable land be made available, it is conceivable 
that the current pressure of population and the geographical eae ai- 
tions on available land could seriously inflate the price of land to 
point that would prohibit economic farm operations. 

(4) There is no record of farm failures due to lack of lease renewals. 
The landlords have been good in this respect and they have not taken 
away these leases. 

(5) Governmental agencies have already made provisions for accept- 
ing leasehold estates as security for loans. 

These facts, coupled with the indisputable wisdom of promoting 
agricultural enterprises, represent cogent reasons for permitting 
Hawaiian farmer-lessees to avail themselves of the provisions of the 
Bankhead-Jones Act and title V of the Housing Act of 1949. 

Thank you. 

Senator Hotitanp. I notice your fifth statement in vour summary is 
that governmental agencies have already made provisions for accept- 
ing leaseholds for securing the loans. 

Senator Fona. Yes. 

Senator Hottanp. What governmental agencies are you referring 
to? 

Senator Fong. As I pointed out on page 5, the Federal Housing 
Administration and the Veterans’ Administration are making such 
loans. 

Senator Hottanp. Those are the only two agencies? 

Senator Fona. Yes. 

Senator HoLtanp. Are there any branches of the Farm Credit 
Administration in Hawaii? 

Senator Fone. There is a Farm Credit Administration there. 

Senator HoLtutanp. Do they make all three of the classes of loans 
made here in the United States? 

Senator Fone. That is true. 

Senator HoLtutanp. Land bank loans and bank cooperative loans 
and production loans? 

Senator Fona. Yes. 

Senator HoLLANnpb. Do these institutions recognize the adequacy of 
the leaseholds? 

Senator Fone. Yes. 

In Hawaii leasehold is treated almost as fee simple propert v, because 
much of the land is under leasehold. These leaseholds run sometimes 
for as long as 55 years 

Senator HoLLANpD. You mention the fact that operations have not 
been defeated by unwillingness to renew leases. Is there any stand- 
ard length of time for the leases to run? 

Senator Fone. No; there is no standard time, because there are 
various landlords with different requirements. But the lessees of 
many estates have been given 55 years. 
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Senator HoLtLtanp. And the leaseholders have adapted their leases 
to the leasehold of the State? 

Senator Fona. Yes. 

Senator HoLLaAnb. You understand, of course, that the Farm Credit 
Administration handles customarily all standard firm loans in the 
agricultural field, and that the Farmers Home Administration was 
created to handle the substandard loans. 

I have not been able to study your proposed amendment. It is 
limited in the same way that the Farmers Home Administration field 
is limited on the mainland to the making of substandard loans that 
would not conflict with the jurisdiction of the Farm Credit Adminis- 
tration? 

Senator Fong. Whatever provisions that are applicable to the main- 
land are applicable to Hawaii. They are prohibited now from going 
into le: i because there is no provision for lending money on 
leaseholds, and that is the only provision which we wish to be added 
here. 

Senator HoLianp. Is it your intention to make the fact that land 
is held under leasehold one of the criteria for the extension of Farmers 
Home Administration credit, regardless of whether the farmer is in 
distress of any kind or whether his security is substandard? 

Senator Fone. No; we are asking that the provisions be applicable 
to them. They have to comply with every provision of the present 
law. 

Senator HoLuanb. In other words, vou will still, even if this amend- 
ment is adopted, expect the ordinary commercial banks and the units 
of the Farm Credit Administration to handle normal standard credits 
in agriculture, and that the Farmers Home Administration would 
simply apply to leaseholds that afforded less than standard credit 
risk? 

Senator Fong. Yes; we are asking you to look at it as a business 
proposition. And the amendment is drawn specifically to give the 
Secretary the sole discretion to decide whether it is a reasonable loan 
and whether the security is adequate. 

We are not asking for a loan where the security is inadequate. We 
are saving that he must find that it is adequate. 

Senator HoLtianp. | understand that. 

The only point of my recent questions has been to determine whether 
or not you intend to have any overlapping of the fields served by the 
Commercial banks and the Farm Credit units, and the fields served by 
the Farmers Home Administratiou, or whether you intend to keep 
them separate as they are on the mainland? 

Senator Fone. They are separated, and it is intended that they be 
kept separate. 

Senator HoLLaNnp. Thank vou, sir. 

Senator Fone. May I leave the amendment with you? 

Senator HoLutanp. Yes. We have already put that in the record. 

You have written your proposed amendment to S. 2144 to cover 
the same field as that covered by your original bill S. 2891? 

Senator Fone. Yes, sir. 

Senator HoLLAND. But in language that vou think is better adapted 
to its inclusion in the complete compilation that is attempted in 5S. 
2144? 

Senator Fone. Yes, after consulting the legislative-—— 
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_ Senator Hotitanp. The amendment to S. 2144 will be incorporated 
in the record at this point. 
(Amendment to S. 2144 follows:) 


AMENDMENT To S. 2144 


Viz: At the end of the bill add the following new section: 

“Sec. 41. As used in this Act the terms “‘owner-operator’’, “farm’’, and ‘‘mort- 
gage’’ shall be deemed to include, respectively, the lessee of, the land included 
in, and other security interest in, any leasehold interest in the State of Hawaii 
which the Secretary determines has an unexpired term for a sufficient period 
beyond the repayment period of the loan and other provisions needed to provide 
(1) adequate security, and (2) reasonable probability of accomplishing the objec- 
tives for which the loan is made.” 

Senator Hottanp. I understand from the staff of the committee 
that the Farm Bureau, the Farmers Union, and the National Council 
of Farmer Cooperatives have filed statements for the record but are 
not asking for an appearance. 

Are there others from the general public or from the farm organiza- 
tions who wish to be heard on this bill? 

(No response.) 

Senator Hotitanp. The staff advises the committee that the Ameri- 
ean Bankers Association also will file a prepared statement but does 
not wish to appear in person. 

Mr. Hansen, will you come forward, please sir? 


STATEMENT OF KERMIT H. HANSEN, ADMINISTRATOR; HENRY 
C. SMITH, DEPUTY ADMINISTRATOR; CHARLES C. BARNARD, 
DIRECTOR, BUDGET AND STATISTICS DIVISION, FARMERS 
HOME ADMINISTRATION; AND HOWARD V. CAMPBELL, DI- 
RECTOR, FARMERS HOME DIVISION, OFFICE OF THE GENERAL 
COUNSEL, U.S. DEPARTMENT OF AGRICULTURE 


Mr. Hansen. Mr. Chairman and members of the committee, we 
do welcome this opportunity to appear before you to testify on 5. 
2144, a bill to simplify, consolidate, and improve the authority of the 
Secretary of Agriculture with respect to loans to farmers and ranchers. 

We in the Farmers Home Administration consider this an excellent 
bill. Enactment of S. 2144 would enable the Farmers Home Ad- 
ministration to provide better credit services to farmers. The bill, 
however, does not change any of the basic objectives of the present 
statutes. The lending operations of the Farmers Home Administra- 
tion would continue to relate predominantly to family sized operations. 

All credit extended by the Farmers Home Administration under the 
loan authorities of this bill would continue to be strictly noncom- 
yetitive with private and cooperative agricultural credit sources. 
po would be made only to those farm families who have a sound 
basis for credit yet who are unable to obtain needed credit from other 
sources on reasonable terms and conditions. Borrowers would be 
graduated to other credit sources when they have made sufficient 
financial progress. Primary emphasis would continue to be given to 
assisting full-time operators of family-type farms to become success- 
fully established in a sound, well-balanced system of farming. 

Subsequent to our September 2, 1959, report on this bill, we made 
a further careful review of the lending experience of the Farmers 
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Home Administration. As a result of this review, we have cleared 
with the Bureau of the Budget some changes which we wish to ree- 
ommend to the committee. 

As you know, the House Committee on Agriculture, after an ex- 
haustive study of H.R. 7628, the companion bill to S 2144, has now 
reported a clean bill, H.R. 11761. In our testimony before the House 
committee, we recommended that they adopt the changes I referred 
to. The bill finally reported by the committee contains some of the 
changes exactly as recommended and contains others with modifica- 
tions. 

We believe the bill reported by the House committee is an improve- 
ment over the original bill and modifications we recommended, and 
we do not desire to urge the committee to accept our original recom- 
mendations as a substitute for similar provisions of the House bill. 
However, as I discuss the bill further in my statement, I shall refer 
to those recommendations for change in S. 2144 which we desire this 
committee to consider. 

The Farmers Home Administration was originally set up in No- 
vember 1946 under the Farmers Home Administration Act of 1946 
which, among other things, contained amendments and extensions 
to the Bankhead-Jones Farm Tenant Act. At that time, the authori- 
ties previously contained in the Bankhead-Jones Farm Tenant Act 
were strengthened and new authorities were added. 

In addition to titles 1 and II and the related provisions of title 
IV of the Bankhead-Jones Farm Tenant Act, the Farmers Home 
Administration administers the Water Facilities Act of 1937, under 
which soil and water conservation loans are made; Public Law 38, 
approved April 1949, under which emergency and special livestock 
loans are made; and the loan provisions of the Watershed Protection 
and Flood Prevention Act. 

All of these authorities, except the latter, have been amended 
by the Congress on numerous occasions in the interest of improving 
the authorities and in recognition of changing agricultural conditions. 

The present authorities have strengthened the agency’s lending 
programs and improved its services to farm families. These au- 
thorities, for the most part, are adequate to carry out the agency’s 
current role in agriculture as we see it. However, the many statutes 
under which the agency now operates require a multiplicity of sepa- 
rate administrative regulations because of differences in eligibility 
standards, loan purposes, loan limits, et cetera, causing confusion to 
applicants and borrowers and resulting in enmneanee complexities 
in administration. 

In addition to the loan authorities, the bill proposes to finance title 
I direct loans, title I] loans, and the related provisions of title IV of 
this bill on a revolving fund basis. Under the bill, the Congress 
would determine the amount of funds that could be used annually. 
: a comment later in greater detail on this important feature of 
the bill. 


TITLE I. REAL ESTATE LOANS 


Title I of the bill would consolidate the authority for farm purchase, 
improvement, and refinancing loans now made and insured under title 
I of the Bankhead-Jones Farm Tenant Act, soil and water conserva- 
tion loans made and insured under the Water Facilities Act of 1937, 
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and loans for the construction and repair of farm dwellings and service 
buildings under title V of the Housing Act of 1949. This consolida- 
tion would materially simplify the administration of the real estate 
loan program of the Farmers Home Administration. 

Following is a list of the more significant changes contained in title 
l of S. 2144: 

All real estate loans to individuals under title | would be uniform 
with respect to eligibility, terms, limitations, and security require- 
ments. 

2. Loan insurance authority would be extended to all real estate 
loans. At present, the insurance authority is applicable only to 
farm ownership and soil and water conservation loans. 

3. Real estate loans to individuals would be limited to owner- 
operators of not larger than family-tyvpe farms. 

4. Security for loans to individuals would be a first or second 
mortgage on the farm and such other security as may be required. 
This is similar to the existing requirements of title 1 of the Bankhead- 
Jones Farm Tenant Act, but is somewhat more restrictive than the 
present farm housing and soil and water conservation loan security 
requirements. 

5. Under the bill, all loans made or insured under title I would be 
made at an interest rate of not more than 5 percent. We favor 
continuation of the 5-percent maximum interest rate for direct loans, 
but recommend greater latitude in the determination of the interest 
rate for insured loans. 

For insured loans, the Government is required to retain a maximum 
of 1 percent for servicing and insurance costs, thus permitting a 
maximum of 4 percent to be paid to lenders. It has not been possible 
for the agency to attract sufficient funds from private lenders to meet 
the demand from applicants for insured loans with this limitation on 
the interest rate to lenders. 

We recommend, therefore, that the 5-percent limitation on interest 
rates not be applicable to insured loans and that the Secretary be 
authorized to establish insured loan rates, taking into consideration 
the prevailing private and cooperative interest rates for loans for 
similar terms and purposes. To the extent possible, we intend to 
obtain insured loan funds from country banks and other local lenders. 

An aggregate of not more than $150 million insured loans could be 
a in any one vear. This is the sum of existing annual ceilings. 

The bill would increase the total amount of loans that could be 
asin out of the insurance fund at any one time from $5 million to 
$10 million. This change is desirable because the present $5 million 


limitation is insufficient to permit a sustained, substantial volume of 


insured loan activity. 

In operation, an obligation against the fund is established when 
the loan is approved and the obligation is not liquidated until the 
loan is closed and the note sold. A $10 million limit would provide 
sufficient latitude so that the insured loan program would not be 
hampered by the timelag between loan approval and the actual sale 
of the note. 

8. The statutory requirement that farm ownership funds be 
distributed to States on the basis of farm population and tenancy 
would not be continued by the bill. 

When the Bankhead-Jones Farm Tenant Act was first enacted in 
1937, its primary purpose was to enable tenants, farm laborers, and 
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sharecroppers to become farmowners. Subsequently, loans for the 
enlargement or development of farms were authorized. ‘These two 
phases of farm ownership activity, together with the refinancing 
authority, in recent vears have represented the major volume of 
farm ow nership loans. This change in the farm ownership program, 
and inclusion in title I of the bill of the present authority to make 
farm housing loans to farmowners would make the distribution of 
funds grossly inequitable if the tenancy and farm population formula 
were continued as presently written. 

The bill reported by the House committee makes certain changes 
in the present statutory distribution formula which satisfy our 
—— ‘tions. 

Appraisals for all loans to individuals would be made on a 
vee basis. 

The Bankhead-Jones Farm Tenant Act now requires that family- 
tvpe farms be appraised on an earning capac ity value basis and that 
other farms be appraised on a normal market value basis. 

We recommend that the bill specify that appraisals be made 
uniformly on a normal value basis, taking into consideration the 
value attributable to the farm for agricultural use as well as other 
factors that influence value, such as location, minerals, timber, and 
off-farm employment opportunities. A uniform appraisal system 
would result in considerable simplification of operations, a saving 
of training costs and effort, and a better public understanding of our 
appraisal methods. 

10. The bill would continue the requirement in title I of the 
Bankhead-Jones Farm Tenant Act that the county committee certify 
as to each applicant’s eligibility and the fair and reasonable value of 
the farm. County committees have rendered a valuable service to 
the agency with respect to determining the eligibility of applic ants 
and in recommending loans after considering the applicant’s qualifi- 
cations, his financial position, his proposed farming operations, the 
amount and purpose of the proposed loan, and the appraised value of 
the farm. 

These functions should be continued, except that the county 
committee should not be required to establish a value for each farm. 
Time and effort can be saved by depending on the appraisal of the 
~— by an employee of the agency trained in making appraisals. 

Real estate loans to individuals would be limited under the 
bill on 90 percent of the value of the farm; however, no borrower’s 
real estate debt could exceed $50,000. The present county average 
value limitation for land purchase loans would not be continued. 

At present, direct farm ownership, farm housing, and soil and water 
conservation loans may be made up to 100 percent of the fair and 
—— value of the farms. 

The bill does not include a specific time limitation on the 
Pie of the Government to repurchase insured loans. 

We recommend continuation of the provision in the current Bank- 
head-Jones Farm Tenant Act under which repurchase agreements 
— be for not less than 5 years from the date of the note. 

The bill continues the authority to make loans to associations 
for oe and water conservation, development, use, and drainage. 
The maximum principal indebtedness of an association for loans from 
the agency would be increased from the present $250,000 limit to 
$300,000. 
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Our experience has been that associations frequently find it neces- 
sary and desirable after several years of operation to expand and 
modify their facilities in order to improve the services of their mem- 
bers or to extend their services to adjacent areas or groups that could 
not be served economically with an independent system. The need 
for further credit occasionally develops when unanticipated problems 
involving additional costs arise after construction is underway. In 
order to be able to meet these increased credit needs of associations, 
we recommend a further change in the maximum principal indebte d- 
ness of an association to $500,000, with a $350,000 limitation on 
initial loans. 

14. Most association loans are made to finance the construction of 
domestic water systems. The area served by a domestic water 
association usually includes farmers, ranchers, farm laborers, and rural 
residents as well as rural schools and churches. At present an 
association is eligible for a loan only if the services provided will be 
used primarily on farms and ranches. This restriction sometimes 
results in the design of a system that will exclude some nonfarmers in 
the area who are in need of the same services and who should be 
included in order to provide an economically feasible system for the 
farmers and ranchers to be served. 

We, therefore, recommend that the authority be broadened to 
specifically permit loans to associations to provide services primarily 
to farmers, ranchers, farm laborers, and rural residents. Such 
authority would be used only to supplement the community facilities 
loan program of the Housing and Home Finance Agency and would 
not be competitive with that program, or any other source of adequate 
credit. 

TITLE II. OPERATING LOANS 


Title II authorizes loans for farm operating purposes on essentially 
the same basis as such loans are now authorized under title II of the 
Bankhead-Jones Farm Tenant Act. 

Following is a list of the more significant changes that would 
result in the operating loan program of the Farmers Home Adminis- 
tration if this bill is enacted. We have no specific recommendations 
_ changes in this title. 

The amount of unpaid principal that a borrower could owe on 
sn rating loans would be increased by the bill from $20,000 to $30,000. 
Some of the factors which have contributed to the need of farmers 
and ranchers for more operating capital are 

(a) The necessity for increasing volume of business in order to 

‘arry on an efficient and sound farming operation requires larger 
lomaateet nts in livestock, farm machinery, and equipment. 

(6) The demand for higher quality farm products has necessitated 
increasing investments in additional costly items, such as bulk-milk 

tanks and cooling facilities for fruits and vegetables. 

It is necessary for tenants to increase their investment in live- 
stock, machinery, and equipment in order to obtain leases on satis- 
factory farms. 

(d) The increased quantities of fuel, seed, fertilizer, et cetera, which 
are necessary for efficient farming and the increased cost per unit of 
such items. 

2. Existing legislative authority contains a provision that not more 
than 10 percent of the sum available annually for operating loans 
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may be used for loans which would cause the principal indebtedness 
of borrowers to exceed $10,000. Because of the continuing need of 
farmers and ranchers for more operating capital, the present limitation 
is creating a serious handicap in properly meeting the operating credit 
needs of applicants in some areas. The bill would increase the limi- 
tation on the amount of funds that could be used for loans in excess 
of $10,000 from 10 to 25 percent. 


TITLE III. EMERGENCY LOANS 


Title III of the bill would replace the authority to make emergency 
loans under Public Law 38 and also authorize subsequent loans to 
borrowers indebted for all types of emergency and special livestock 
loans to the extent necessary to permit orderly repayment of their 
prior loans. 

The following changes would result in the emergency loan program 
of the Farmers Home Administration if the bill is enacted: 

The bill would establish the same rate of interest for emergency 
loans as for direct loans for similar purposes under titles I and II, 
but not to exceed 5 percent. ‘The present statutory rates are 3 per- 
cent for emergency loans and 5 percent for special livestock loans. 
A uniform interest rate for all loans made by this agency for similar 
purposes would eliminate competition between emergency loans and 
other types and would be more consistent with the current cost of 
money to the Government. 

The bill reported by the House Committee on Agriculture contains 
the current statutory interest rate for emergency loans of not to 
exceed 3 percent. 

We hope that the committee will see fit to accept the present 
provision of S. 2144 with respect to the interest rate on emergency 
loans. 

. The bill would establish a $50,000 limit on an applicant’s total 
princips al indebtedness for emergency loans made under this title. 
There is no such limitation in Public Law 38. 

Our experience has been that, with few exceptions, the emergency 
credit needs of applicants can be met within a $50,000 indebtedness 
limit. During the past 10 years, less than 1 percent of the emer- 
gency loans made resulted in farmers owing principal balances in ex- 
cess of $50,000. 

The authority to make economic emergency loans, as now au- 
iiteiiaa under section 2(b) of Public Law 38, as amended, is not in- 
corporated in the bill. This authority has proven to be a duplication 
of the authority to make production emergency loans, and therefore 
is not needed. 

Title [II does not contain the authority of the feed and seed section 
of Public Law 38. Authority is now contained in title III of Public 
Law 480 for the Department to utilize commodities owned or con- 
trolled by the Commodity Credit Corporation to conduct this type of 
emergency feed program in designated areas 


TITLE IV—ADMINISTRATIVE PROVISIONS 
Title IV is addressed primarily to administrative functions and is 


designed to simplify the servicing of loans and the general adminis- 
tration of the Farmers Home Administration program. 
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S. 2144 would also repeal titles I, II, and 1V of the Bankhead-Jones 
Farm Tenant Act, title V of the Housing Act except the authoriza- 
tions contained therein regarding loan funds, the Water Facilities Act 
of 1937, and Public Law 38. The repeal of these laws would be effec- 
tive within not more than 120 days after enactment of the bill. 

Following is a list of the more significant changes that would re- 
sult in the administration of the agency if the bill is enacted, along 
with references to some of the additional changes in title TV. 

1. Establishment of a Treasury account designated as the Farmers 
Home Administration revolving fund would be authorized. There 
would be transferred to this account existing assets and liabilities of 
the current loan programs and collections and other receipts would be 
deposited in the account. Excluded from this account would be the 
emergency credit revolving fund and the proposed agricultural credit 
insurance fund. 

The purpose of the revolving fund would to permit establish- 
ment of a net expenditure budget for each year, which would reflect 
receipts from collections on loans as offsets ee disbursements for 
louns and administrative expenses. Loans could be made and ex- 
penses paid from the revolving fund only in such amounts as may be 
authorized in annual appropriation acts, thus preserving full congres- 
sional control of obligations from the fund through the annual appro- 
priation process, Repayments to the Secretary of the Treasury on 
notes issued by the Secretary of Agriculture also would be made from 
the fund. 

The revolving fund would be reported in the Department of Agri- 
culture portion of the annual budget submission on a net expenditure 
basis, with expenditures for loans, administrative expenses, and in- 
terest payments on borrowings from the Secretary of the Treasury 
being offset by receipts from principal and interest payments on loans 
outstanding and other miscellaneous receipts. 

Expenditures estimated in the 1961 column of the 1961 budget 
estimates for the activities of the Farmers Home Administration in 
question are $234,859,750. The effect of the change in reporting is 
illustrated by the fact that under the proposed revolving fund the 
estimated expenditures for these purposes would have been shown as a 
net receipt of $18,096,750. 

The authority provided in the bill to release from liability those 
borrowers who transfer their security is substantially the same as the 
present authority in the Bankhead-Jones Farm Tenant Act, as 
amended. 

We are recommending several changes in this authority for the 
purpose of simplifying the transfer of security property and the release 
from liability of borrowers in connection with such transfers. ‘The 
suggested changes would make the considerations under which releases 
from liability are executed in connection with transfers for less than 
the amount of the debt comparable to the considerations involved 
if a debt is compromised, adjusted, or reduced. 

The authority to appoint an alternate for each county committee 
member would be continued under the bill; however, we recommend 
that this be changed to provide for the appointment of alternate 
committeemen who could act for any member of the committee. 


The bill recognizes that significant changes occur in interest 
rates and therefore provides that a determination of an applicant’s 
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ability to obtain credit from other sources be based on rates and terms 
prevailing in or near the community rather than at an interest rate 
of not more than 5 percent as is presently required for farm ownership 
and operating loan applicants. 

5. The bill would continue the existing requirement that acquired 
property could be leased and operated by the Government for not 
more than 1 vear when necessary to protect the Government’s interest. 

We recommend that this l-vear limitation be removed because 
occasionally acquired property cannot be liquidated advantageously 
within a l-year period. 

6. The requirements in the bill with respect to a county committee- 
man’s participating in the certification of an applicant for a loan who is 
closely related to him is incomplete and not clear. 

We recommend, therefore, that the bill be revised to prohibit a 
county committeeman from making certification with respect to a 
loan which involves the purchase of any land in which he or any person 
closely related to him has an interest or with respect to an applicant 
for any loan who is closely related to him. 

7. The bill does not contain the existing provision of the Bankhead- 
Jones Farm Tenant Act for the sale of loans in the farm tenant- 
mortgage insurance fund or otherwise held. 

We recommend that the bill be changed to include authority to 
sell loans with or without agreements for insurance, with the consent 
of the borrower or without his consent if he has failed to comply with 
his prior agreement to refinance his indebtedness when he is able to 
do so. 

We have prepared an analysis of the differences between S. 2144 and 
H.R. 11761 which the committee may find useful. Copies of the 
analysis are attached to my statement. 

(Analysis referred to follows:) 


ANALYSIS OF DIFFERENCES BETWEEN 8S. 2144 ano H.R. 11761 PREPARED TO 
SHOW THE CHANGES NECESSARY TO CoNnFoRM 8. 2144 To H.R. 11761 


1. Page 1, line 4, change ‘‘1959” to ‘‘1960”’. 

2. Page 2, line 1, delete the word ‘‘a’’. 

3. Reference to “the Territory of Hawaii’ should be deleted in sections 2, 11, 
21 and 31(a). 

4. Page 2, section 2, line 12, after the word ‘‘farms”’ add ‘‘for each family and, 
in the case of farm purchase loans, will derive their principal income from farming’’. 

5. Page 2, section 3, line 17, insert comma after ‘‘use’’. 

6. Page 2, line 18, at the end of section 3, add the following: “In making or 
insuring loans for farm purchase, the Secretary shall give preference to persons 
who are mairied or have dependent families and, wherever practicable, to persons 
who are able to make initial downpayments, or who are owners of livestock and 
farm implements necessary successfully to carry on farming operations.” 

7. Page 2, line 19, revise section 4 as follows: 

“Sec. 4. The Secretary shall make or insure no loan under this title (1) for 
the purpose of acquiring or enlarging any farm which has a value as acquired, 
enlarged, and improved in excess of the average value of efficient family-type 
farm-management units in the county, as determined by the Secretary from time to 
time, or (2) to any individual which would cause (a) the unpaid indebtedness 
against the farm at the time the loan is made to exceed 90 per centum of the nor- 
mal value of the farm, or (b) the loan to exceed the amount certified by the county 
committee, whichever is less. In determining the normal value of the farm, the 
Secretary shall consider appraisals made by competent appraisers under rules 
established by the Secretary. Such appraisals shall take into consideration both 
the normal agricultural value and the normal market value of the farm.” 

8. Page 3, line 1, revise section 5 as follows: 
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Sec. 5. (a) The Secretary is also authorized to make or insure loans to associa- 
tions, including corporations not operated for profit and public or quasi-public 
agencies, for the purpose of providing facilities for soil and water conservation, 
development, use, and drainage primarily for serving farmers, ranchers, farm 
lnborers, and rural residents. No such loan shall be made which would cause the 
association’s unpaid principal indebtedness to the Secretary under this title and 
under the Act of August 28, 1937, as amended, to exceed $500,000 at any one 
time: Provided, however, That no initial loan under this section shall exceed 
$350,000. 

“(b) The service provided or made available through any such association 
shall not be curtailed or limited by inclusion of the area served by such association 
within the boundaries of any municipal corporation or other public body, or by 
the granting of any private franchise for similar service, within such area during 
the term of such loan; nor shall the happening of any such event be the basis of 
requiring such association to secure any franchise, license, or permit as a condition 
to continuing to serve the area served by the association at the time of the oecur- 
rence of such event.” 

9. Page 3, line 11, revise section 6 as follows: 

“Sec. 6. The period for repayment of loans under this title shall not exceed 
forty years. The Secretary shall from time to time establish the interest rate 
or rates at which loans for various purposes will be made or insured, taking into 
consideration the prevailing private and cooperative interest rates for loans for 
similar terms and purposes but for insured loans not in excess of the rate of interest 
allowed by the laws of the State where the farm is located and for direct loans 
under this title not in excess of 5 per centum per annum. The borrower shall 
pay such fees and other charges as the Secretary may require.” 

10. Page 4, section 7(a), line 2, after the word ‘“‘prescribe’’ add: ‘‘exeept that 
no agreement shall provide for purchase by the Secretary at a date sooner than 
five years from the date of the note’’. 

11. Page 4, section 7(b), line 3, strike the word ‘‘interest’’. 

12. Page 4, section 8(b), line 23, delete the period and add the following to the 
first sentence: “or invested in direct obligations of the United States or obliga- 
tions guaranteed by the United States.” 

13. Page 6, section 8(d), line 6, change ‘‘funds’’ to ‘‘fund’’, 

14. Page 6, section 8(d), line 9, delete the period after ‘‘thereof’’ and add: “‘at 
the balance due thereon, or on such other basis as the Secretary may determine 
from time to time.” 

15. Page 6, section 8(e), line 17, after the word ‘available’, insert the words 
“for compensating lenders and others for loan servicing or’’. 

16. Page 8, section 11, line 8, after the word ‘‘make’’, insert ‘‘or participate in’’, 

17. Page 8, section 11, line 10, strike the comma after “Puerto Rico”’. 

18. Page 8, section 11, line 11, strike the word ‘“who’’. 

19. Page 8, section 12, line 23, insert ‘Tand”’ and “‘insecticides’’. 

20. Page 8, section 12, line 24, after the word “expenses”’, insert ‘including 
cash rent’’. 

21. Page 8, section 12, line 25, insert a comma after “‘use’’. 

22. Page 9, section 13, line 7, change the semicolon to a colon. 

23. Page 9, section 13, line 9, change ‘‘sum” to “sums” and change ‘‘shall’’ to 
““may’’. 

24. Page 9, section 14, line 24, insert ‘‘the’’ between the words ‘‘for’”’ and “‘im- 
mediately’’. 

25. Page 10, section 21(b), line 18, change “partnership” to ‘‘partnerships’’. 

26. Page 11, section 23, line 7, change the period to a comma and add ‘“‘which- 
ever is less.”’ 

27. Page 11, section 24, revise lines 8, 9 and 10 to read: “The Secretary shall 
make all loans under this title at a rate of interest not in excess of 3 per centum per 
annum, for similar purposes as loans under titles I and II of this Act, repayable’. 
(This change is not recommended by the Department.) 

28. Page 12, section 26, line 6, strike the comma after ‘(12 U.S.C. 1148a)”’ and 
insert a comma on line 8 before the word ‘“‘for’’. 

29. Page 13; section 31, line 6, insert a comma after ‘‘duties’’. 

30. Page 13, section 31, line 7, strike “‘Secretary’’ and insert in lieu thereof 
‘President, by and with the advice and consent of the Senate,’’. 

31. Page 13, section 31(b), line 24, change the capital “‘T’’ in ‘‘Territory’”’ to 
lower case. 

32. Page 14, section 31(c), line 2, change the capital “‘G”’ in ““Government”’ to 
lower case. 
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33. Page 14, section 31(e)(1), line 17, insert a comma after ‘‘adjustment’’. 

34. Page 14, line 22, revise section 31(e)(2) as follows: 

(2) compromise, adjustment, or reduction of claims shall be based on the 
value of the security and a determination by the Secretary of the debtor’s 
reasonable ability to pay considering his other assets and income at the time 
of the action and with or without the payment of any consideration at the 
time of such adjustment or reduction; 

35. Page 15, line 3, substitute the following for item (3) of section 31(e): 

“*(3) releases from personal liability may also be made with or without pay- 
ment of any consideration at the time of adjustment of claims against— 

“‘(A) borrowers who have transferred the security property to approved 
applicants under agreements assuming the outstanding secured indebted- 
ness; 

‘‘(B) borrowers who have transferred the security property to ap- 
proved applicants under agreements assuming that portion of the secured 
indebtedness equal to the current market value of the security property 
or transferred the security property to the Secretary; 

‘““(C) borrowers who have transferred the security property to other 
than approved applicants under agreements assuming the full amount 
of or that portion of the secured indebtedness equal to the current 
market value of the security property on terms not to exceed five annual 
installments with interest on the unpaid balance at a rate determined by 
the Secretary; and 

“‘(D) borrowers who transfer security property under items (B) and 
(C) above for amounts less than the indebtedness secured thereby may 
be released from personal liability only on a determination by the Secre- 
tary that each such borrower has no reasonable debt-paying ability 
considering his assets and income at the time of the transfer and the 
county committee certifies that the borrower has cooperated in good 
faith, used due diligence to maintain the security property against loss 
and has otherwise fulfilled the covenants incident to his loan to the best 
of his ability.”’ 

36. Page 16, section 31(e) (4), line 14, insert a comma after ‘‘adjustment’’. 

37. Page 17, section 31(e), item (5), line 3, after the word ‘‘the’’, insert ‘“‘county 
committee and of the’’. 

38. Page 17, line 10, section 31(e), revise item (6) as follows: 

(6) partial releases and subordination of mortgages may be granted either 
where the secured indebtedness remaining after the transaction will be 
adequately secured or the security interest of the Government will not be 
adversely affected, and the transaction and use of proceeds will further the 
purposes for which the loan was made, improve the borrower’s debt-paying 
ability, permit payments on indebtedness owed to or insured by the Secretary, 
or permit payment of reasonable costs and expenses incident to the trans- 
action, including taxes incident to or resulting from the transaction which 
the borrower is unable to pay from other sources.”’ 

39. Page 18, section 32(a), line 18, change ‘“‘for’’ to “of’’. 

40. Page 18, section 32(a), line 19, strike ‘‘an alternate for each committee 
member’’, and substitute therefor ‘‘alternate committeemen’’. 

41. Page 19, section 32(b), lines 1, 2, and 3, strike the sentence: ‘‘The members 
and alternate members shail be excluded from any statistical report on numbers of 
employees.” 

42. Page 19, line 4, revise section 32(c) as follows: 

‘“(c) The committee shall meet on the call of the chairman elected by the 
committee or on the call of such other person as the Secretary may designate. 
Two members of the committee shall constitute a quorum. The Secretary shall 
prescribe rules governing the procedure of the committees and their duties, furnish 
forms and equipment necessary, and authorize and provide for the compensation 
of such clerical assistance as he finds may be required by any committee.” 

43. Page 19, lines 7 to 11, delete section 32(d). 

44. Page 20, section 33(c), line 15, strike ‘‘and’’ at the end of the paragraph. 

45. Page 20, section 33(d), line 19, at the end of the paragraph, change the 
period to a semicolon and add “and’’. 

46. Page 20, section 33, line 20, add the following as paragraph (e): 

“(e) The applications of veterans for loans under title I or II of this Act to 
be given preference over similar applications of nonveterans on file in any county 
or area office at the same time. Veterans as used herein shall mean persons who 
served in the Armed Forces of the United States during any war between the 
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United States and any other nation or during the Korean conflict and who were 
discharged or released therefrom under conditions other than dishonorable.” 

47. Page 21, section 34, revise line 2 to read as follows: ‘‘Provided, however, 
That no tax shall be imposed or collected on or with respect to any instrument if 
the tax is based on—’”’ 

18. Page 21, section 34, line 3, delete ‘‘ad valorem”’. 

49. Page 21, section 34, line 9, delete ‘‘ad valorem’’. 

50. Page 21, section 34, lines 12 and 13, insert a semicolon after ‘thereof’? and 
strike the words ‘‘shall be imposed or collected on or with respect to such instru- 
ment;”’ 

51. Page 22, revise section 35(b), beginning on line 10, as follows: 

‘““(b) Real property administered under the provisions of this Act may be oper- 
ated or leased by the Secretary for such period or periods as the Secretary may 
deem necessary to protect the Government’s investment therein.”’ 

52. Page 22, line 23, revise the third sentence to read as follows: ‘‘Real property 
which is not determined suitable for sale to such eligible persons or which has not 
been purchased by such persons within a period of three vears from the date of 
acquisition, shall be sold by the Secretary after public notice at public sale and, 
if no acceptable bid is received then by negotiated sale, at the best price obtainable 
for cash or on secured credit without regard to the laws governing the disposition 
of excess or surplus property of the United States.”’ 

53. Page 28, section 35(c), line 9, strike ‘balances at 5 per centum per annum”, 
and substitute therefor, ‘‘balance at the rate determined by the Secretary’’. 

54. Page 23, section 35(d), line 21, change “county” to “political subdivision 
thereof’’. 

55. Page 24, section 36, strike the sentence on line 16 beginning with ‘‘No 
member’’ and substitute the following language: ‘‘No member of a county com- 
mittee shall knowingly make or join in making any certification with respect to a 
loan to purchase any land in which he or any person related to him within the 
second degree of consanguinity or affinity has or may acquire any interest or with 
respect to any applicant related to him within the second degree of consanguinity 
or affinity.’’ 

56. Page 24, line 24, revise section 37 as follows: 

“Sec. 37. The Secretary may provide voluntary debt adjustment assistance 
between farmers and their creditors and may cooperate with State, territorial, 
and local agencies and committees engaged in such debt adjustment, and may 
give credit counseling.”’ 

57. Page 25, beginning on line 10 and ending on page 26, line 7, delete all of 
section 38(b). 

58. Page 26, section 38, line 8, change ‘‘(c)’’ to “‘(b)”’. 

59. Page 26, section 38, revise the sentence beginning on line 11 to read as fol- 
lows: “The provisions of this subsection shall not apply to the Agricultural 
Credit Insurance Fund established by section 8 of this Act, or the Emergency 
Credit Revolving Fund established by section 26 of this Act, the assets and 
liabilities thereof or the Secretary’s authority with respect thereto.” 

60. Page 26, section 38, line 18, strike the comma after ‘‘property”’ and, on line 
22, strike the comma after “‘collected’’. 

61. Page 27, section 38, line 14, change “damage’’ to ‘‘damages’’. 

62. Page 27, section 38, line 16, change the initial capitals in ‘‘Water Con- 
servation and Utilization’”’ to lower case. 

63. Page 28, section 38, insert the following paragraph after line 3: 

“The Secretary may sell and assign any notes and mortgages in the revolving 
fund with the consent of the borrower or without such consent when the borrower 
has failed to comply with his agreement to refinance the indebtedness at the re- 
quest of the Secretary. Such loans may be sold at the balance due thereon or 
on such other basis as the Secretary may determine from time to time.” 

64. Page 28, section 38, revise the paragraph beginning on line 10 as follows: 

“The unexpended balances of any appropriation or authorizations transferred 
to and all sums deposited in the revolving fund shall remain available to the 
Secretary until expended (1) for loans under title I of this Act not to exceed the 
total unobligated balances of the sums appropriated or made available for loans 
under title I of the Bankhead-Jones Farm Tenant Act, the Act of August 28, 
1937, and not to exceed the amount apportioned by the Budget Bureau for loans 
under title V of the Housing Act of 1949, as amended, for the fiscal years 1960 
and 1961, for loans under title II of this Act not to exceed the unobligated balances 
of sums appropriated or made available for loans under title II of the Bankhead- 
Jones Farm Tenant Act, and for administrative expenses under this Act not to 
exceed the appropriation for administrative expense, for the fiscal year current 
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when this Act becomes effective; (2) for the purposes of this Act in such further 
annual amounts as Congress in Appropriation Acts may from time to time deter- 
mine; and (3) for interest on and repayments on notes issued by the Secretary 
to the Secretary of the Treasury: Provided, however, That collections on sales and 
development accounts in water conservation and utilization projects shall be 
transferred to and deposited in miscellaneous receipts of the Treasury. Subject 
to the foregoing limitations, collections deposited in the fund may be utilized in 
lieu of, or partially in lieu of, issuing additional notes to the Secretary of the 
Treasury under said Acts or under this Act.” 

65. Page 29, insert after line 9 the following paragraph: 

‘“(e) At least 25 per centum of the sums authorized in any fiscal year for direct 
loans to be made by the Secretary under title I of this Act shall be allocated 
equitably among the several States and territories on the basis of farm population 
and the prevalence of tenancy, as determined by the Secretary.” 

66. Page 29, section 40(a), beginning on line 21, strike the words “except 
section 44 of said Act as originally enacted which is hereby repealed and reenacted 
as the last sentence of section 32(c) of title III of said Act,” 

67. Page 30, beginning on line 1, revise section 40(a), to read as follows: “except 
the authorization contained in section 511 thereof, the Act of April 6, 1949, as 
amended, and the Act of August 31, 1954, as amended, are hereby repealed 
effective 120 days after enactment, or such earlier date as the provisions of this 
Act are made effective by the Secretary’s regulations. The foregoing provisions 
shall not have the effect of repealing the amendments to section 24, chapter 6 of 
the Federal Reserve Act, as amended, section 5200 of the Revised Statutes, section 
35 of chapter III of the Act approved June 19, 1934 (D.C. Code, title 35, section 
535) enacted by section 15 of the Bankhead-Jones Farm Tenant Act, as amended, 
and by section 10(f) of the Act of August 28, 1937, as amended.” 

68. Page 30, add the following new sec tion at the end of the bill: 

“See. 41. Title III of the Bankhead-Jones Farm Tenant Act, as amended, i 
further amended by the following new section 35: 

* Sec. 35. The provisions of this title shall extend to Puerto Rico and the 
Virgin Islands. In case of Alaska, Puerto Rico, and the Virgin Islands, the term 
“county” as used in this title shall be deemed synonymous with the territory 
thereof, or any subdivision thereof as may be determined by the Secretary, and 
payments under section 33 of this title shall be made to the Governor or to the 
fiscal agent of such subdivision.’ ”’ 

69. Nore.—The section numbers in H.R. 11761 consist of three digits; whereas, 
in S. 2144, one and two digits are used. 

Mr. Hansen. In conclusion, I again want to express my apprecia- 
tion for the opportunity of discussing this important bill with you. 

I would like to repeat that we in the Farmers Home Administration 
feel that enactment of legislation of this kind would enable the Depart- 
ment to more efficiently and effectively meet the credit needs of eligi- 
ble farmers and ranchers who are unable to obtain the credit they need 
from private or cooperative sources. 

Thank vou very kindly, Mr. Chairman. 

Senator Hou AND. Now we may have some questions. 

Mr. Hansen. We will be happy to try to answer them, sir. 

Senator HoLtanp. At the bottom of page 3, your point 2, vou de- 
scribe this as one of the significant changes contained in title I: that 
loan insurance authority would be extended to all real estate loans. 
At present the insurance authority is applicable only to farmownership 
and soil and water conservation loans. 

To what additional loans is the insurance applicable? 

Mr. Hansen. Any loans which would be made with real estate for 
security. We could make all such loans with insured funds. Some 
loans now are made only through appropriated funds. 

Senator Hottanp. What loans would that cover? 

Mr. Smirn. The farm housing loans. 

Under the present law the agency does not have authority to insure 
loans under title V of the Housing Act of 1949. Under this bill, there 
would be authority extended to insure loans for farm housing purposes. 
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Senator HoLianp. That is the only additional class of real estate 
loans that is included? 

Mr. Smiru. Yes, sir. 

Senator Hotianp. The ageney does not have that authority by 
present law? 

Mr. Smirn. That is right, sir. 

Senator HoLtLtanp. That would mean that instead of making such 
a loan out of your own assets, that vou could arrange for a farm hous- 
ing loan to be made by a local bank or lending institution of some other 
type as insured by the Farmers Home Administration? 

Mr. Smiru. Yes, sir. 

Senator HoLLANp. What is the volume of business at present of 
farm housing loans? 

Mr. Smiru. This vear the agency is making approximately $40 
million worth of housing loans with Government funds. 

Senator Hotitanp. What is the accumulated amount to date of 
those farm housing loans? 

Mr. Barnarp. Around $250 million. 

There is currently available, Senator, $450 million authority to 
borrow from the Treasury for loans fora 5-year period, 1957-61, and 
we are using those funds. 

Senator Hottanp. And you have already loaned some $250 million? 

Mr. Barnarp. Around $153 million of that is from the current 
source, but the program has been going since fiscal 1950. The balance 
was from earlier funds made available. 

Senator Hottanp,. And there is now a total of $250 million out- 
standing? 

Mr. BARNARD. No, not outstanding. That is the total loans. 

Senator HoLianp. That is the total made? 

Mr. BarNnarp. Yes, sir. 

Senator HoLttanp. What is the total outstanding now? 

Mr. Barnarp. As of March 31, 1960, the farm housing loans 
outstanding were about $177 million. 

Senator Hotianp. Is it contemplated under this new insuring au- 
thority that you will transfer some of these housing loans to other 
lenders and issue insurance, or woul i the authority to do those come 
under those proposed amendments? 

Mr. Sarru. No, sir; it is not contemplated that the housing loans 
that we have in our accounts receivable would be transferred and 
insured, it is only contemplated that new housing business would be 
insured. 

Senator Hotianp. Is the wording of this part of the proposed bill 
such as to cover only new housing loans, the i insuring of new housing? 

Mr. CampBeELL. | believe it is, Senator. I believe the wording is 
such that it would apply only prospectively to the housing type loans 
made under title I of this bill. 

Senator Hottanp. That is the intention of the bill? 

Mr. CampBELL. Yes, sir. 

Senator HoLianp. I note your statement in several places discuss- 
ing title I to the effect that these real estate loans under that title are 
to be limited to family type farm loans; is that correct? 

Mr. Hansen. That is correct. 

Historically this agency has dealt in the field of not larger than 
family type units. We have not gotten into the extremely large units. 
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Senator HoLtLanp. Under this proposed amendment you bracket 
the housing loans with the other type loans you have made under 
other classifications? 

Mr. Hansen. To the family type; ves, sir. 

Mr. Smirn. The present housing statute, Mr. Chairman, title V of 
the Housing Act of 1949, does not limit housing loans to family type 
farms. But our experience has been that most of the loans have been 
made to owners of farms in the family type or less category. 

Senator Hottanp. What is your requirement under existing law 
with reference to continuing that type of loan if the owner of that. 
family type unit sells to someone who is not a farmer and does not 
come within the class of borrowers. 

Mr. CAMPBELL. In some of the mortgages taken to secure farm 
housing loans, there is a provision in the mortgage covenants against 
the sale of the property without the consent of the Secretary of 
Agriculture through the Farmers Home Administration. 

By that device, if the property should, subsequent to the making 
of the loan, be diverted to nonagricultural uses, the Secretary would 
have the right to call the loan. However, we believe that the purpose 
of title V of the Housing Act of 1949 was primarily to provide dwellings 
and other farm buildings on farms, and that by having constructed or 
repaired or established decent, safe, and sanitary dwellings or farm 
buildings, the objective of the act was fully accomplished. 

In sections 503 and 504 of title V of the Housing Act of 1949 there 
are provisions which point toward the development of farms so that 
they will be economic, family type units. There is nothing in the 
present Farm Housing Act, however, whichr equires the Secretary to 
call a loan merely because the borrower transfers to a nonfarmer the 
equity he has in a farm mortgaged to secure a farm housing loan. 

Senator HoLLAND. Some cases have been called to my attention 
in which, after the sale, the new owner has been notified that he must 
accommodate the loan to different timing and a higher interest rate. 
Is that under authority contained in the present law? 

Mr. Campreu. All of the Bankhead-Jones loans are made under 
the statutory requirement that when the borrower can get credit 
elsewhere at reasonable terms, he shall refinance. A similar provision 
is in title V of the Housing Act. 

Senator HoLuaNnp. Does that mean, then, that that requirement 
for refinancing automatically applies to a purchaser when the pur- 
chaser has ample credit facilities? 

Mr. Campre.yu. We so construe it. 

Senator HoLtLtanp. Well, that construction operates, does it not, 
as a restriction upon alienation of the property? 

Mr. CAMPBELL. It might be said to be somewhat of a restriction. 

However, any creditor has a right to choose the person he will 
deal with. It is certainly not an illegal restraint on alienation, in 
my opinion, Senator Holland. 

Senator HoLianp. It operates as a practical restraint, however, if 
he has bought with the understanding that the obligation he assumes 
rests upon the original borrower. 

Mr. Campre.u. He is charged with notice of the limitation in the 
loan. That provision is in the mortgage which is on record. If he 
deals with the property, he deals with it with constructive knowledge 
of the limitations placed on the loan at the time it was made. 
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Senator HoLtLtanp. Would this proposed bill continue that setup 
which you have just described? 

Mr. Campre.u. | believe it would authorize continuation of the 
same plan. 

Senator HoLLanp. Well, would it itself? 

Mr. CamMpBeE tt. It does have a provision requiring the borrower to 
refinance whenever he is able to do so at reasonable rates and terms. 

Senator Hotianp. And that provision would apply automatically 
to any purchaser from the borrower; is that correct? 

Mr. CAMPBELL, Yes, sir. 

Senator HoLuanp. On page 4, I notice in your item 4, your pro- 
vision as to what would constitute security for loans to individuals, 
you say that the provision of the new act is similar to the existing 
requirement of title I of the Bankhead-Jones Farm Tenant Act, but 
is somewhat more restrictive in the present farm housing and the soil 
and water conservation loan security requirements. 

Will you explain in what respects more restrictive? 

Mr. Smiru. Yes, sir. 

Under the farm housing program the Government may obtain 
something less than a first or second mortgage. The act requires 
that the Secretary obtain security on the unit on which the construe- 
tion is taking place, but it doesn’t necessarily require a first or second 
mortgage; it might be a third mortgage. 

Now, in connection with soil and water conservation loans under 
Public Law 399 and its amendments, the statute just permits the 
Secretary to prescribe the security for the loan. So it does not 
necessarily require that the Government make first or second mortgage 
loans. Something less than first or second mortgage loans may be 
made. 

Senator HoLLanp. The new provision would require first or second, 
and permit such other security as might be required in the case? 

Mr. Smirxu. That is right. 

Senator HotLtanp. Does this in your judgment restrict the field 
of operation of either the Farm Housing Act or the Soil and Water 
Conservation Act? 

Mr. Smirx. No, sir; as a practical proposition we do not think it 
will, we think it is completely satisfactory to handle the lending that we 
would desire to do. 

Senator HoLLANb. I note under item 5 on page 4 vou say that the 
act, the suggested act, would make an interest rate of not more than 
5 percent, which is to be continued from the old act for direct loans, 
but that you recommend greater latitude in the termination of the 
interest rate for insured loans. 

Mr. Hansen. That is right, Mr. Chairman. 

Senator HoLLaNp. That means, then, that you propose to insure 
loans which permit unlimited interest rates beyond the 5 percent? 

Mr. Hansen. Not unlimited, Mr. Chairman, but we are recom- 
mending enough latitude to attract some private investors into the 
program, which we have not been able to do recently because of the 
interest rates. 

Senator HoLLaNnp. You say it is not unlimited. 

What limit is there? 

Mr. Hansen. We would certainly not propose to exceed the limits 
established within the States, neither would we exceed the rates that 
are charged by conventional ‘and cooperative lenders. 
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Senator Hottanp. Well, when you say it would not exceed the 
limits within the States, you mean the legal maximum limits? 

Mr. Hansen. The legal maximum limits, yes. 

Senator HoLttanp. Do vou think it w ould be good business to get 
the FHA in the field of insuring loans made up to the legal maximum 
limit of interest provided by State law? 

Mr. Smirn. Well, the legal rate, Senator, in some 11 or 12 States 
is 6 percent. And this particular provision seems to take that kind 
of a turn. 

In discussing the matter with the Budget Bureau, we obtained 
permission to discuss with the committees a revision in this phase 
of the original bill so as to provide the Department with authority 
to establish interest rates for these insured loans taking into consider- 
ation interest rates being charged by conventional lenders, insurance 
companies, and so on. 

Now, in discussing this matter with the House Agricultural Com- 
mittee, it was more or less agreed that the Department should not in 
any event establish a rate ‘that would exceed the maximum rates 
that have been set by some State statutes for lending in the States, 
which would have the effect, if it were enacted into law, that the 
Department’s rate for these insurance loans would never exceed 6 per- 
cent, 

Senator HoLttanp. Would there be any objection to stating that 
in the act itself? 

In my State, for instance, 10 percent is the legal rate of interest, 
and as you have it stated now, as I understand it, this law could put 
vou, if you so chose, in the business of insuring loans up to as high as 
10 percent. What would be the effect of fixing a limitation, top limi- 
tation of 6 percent in the case of insured loans? 

Mr. Smiru. I| believe establishing a rate of not to exceed 6 percent 
would be compatible with what the House committee has adopted in 
its version of the bill—the effect of it would be the same. 

Senator HoLLanp. I suggest that you prepare an amendment for the 
committee’s consideration which would fix the top limit of 6 percent for 
insured loans, because, while I do not have any idea you would want 
to go into these more speculative lending fields, that is what you are 
in when you have a loan that is so insecure that the lender has to insist 
upon a rate of 10 percent or even more in some States. 

So I suggest that you prepare a proposed amendment for the sub- 
committee to consider which would fix a ceiling of 6 percent for the 
insured loans. 

I see Senator Sparkman has come in. 

Will you come forward, Senator? 


STATEMENT OF HON. JOHN J. SPARKMAN, A U.S. SENATOR FROM 
THE STATE OF ALABAMA 


Senator SparKMAN. Thank you, Mr. Chairman, and gentlemen. 
Mr. Chairman, I have just concluded today’s hearings along a similar 
line for the Housing Subcommittee. 

Mr. Scott and others from the Secretary’s office and gentlemen from 
the Farmers Home Administration were before the Housing Sub- 
committee testifying on a bill, S. 3379, which I introduced earlier this 
session, which would extend for 10 years the farm housing program; 
that is, title V of the Housing Act of 1949. 
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I may say that it was not until recently that I knew this legislation 
was pending. I went down to Alabama in connection with an election 
held there a week ago today. The day I left, I learned about this 
legislation. So, I sent a copy of the bill to the staff of the Housing 
Subcommittee with the request that the staff analyze the bill in order 
that I would know its contents. 

I may say I was taken somewhat by surprise. I knew that in the 
past similar recommendations have been made for consolidating the 
farm housing program with other farm credit programs. I may say 
that I am not at all unsympathetic toward such a consolidation, 
But in 1956, when we last considered extending title V of the Housing 
Act, the officials before us—Mr. Hansen, you were present as I recall, 
along with Mr. Scott, who was present this morning—and at that time 
the statement was made that the difficulty with title V, although it 
was a good program, was that it was temporary legislation—it has 
been all along, extended from time to time—and that made it difficult 
for the Department to operate under. I remember specifically asking 
this question: If we extended the program for 5 years, would such an 
extension give you sufficient working room? The answer was “It 
would.” 

So we extended it for 5 years. The 5 years terminates on June 30, 
1961. Therefore, | was somewhat surprised when I learned that legis- 
lation was proposed again this year to repeal title V. 

The farm housing program originated in the Banking and Currency 
Committee. As a matter of fact, 1 was the original sponsor of the 
program on the Senate side. My Congressman, Bob Jones, from Ala- 
bama, was a sponsor of the program on the House side. We have 
been greatly interested in it and we have watched its progress. 

The first farmhouse constructed under the program was located in 
Congressman Jones’ district in our State, very near my home. 

By the way, the loan on this farmhouse was paid off just a month 
ago. 

Mr. Hansen. A month or 6 weeks ago. 

Senator SPARKMAN. This was the first house built. I wish I had 
pictures to show you the contrast of the houses—the one before and 
the one after. 

We have followed this program very carefully throughout the years. 
As has been stated here, the program has been amended on several 
different occasions to meet the requirements and the regulations. It 
has not been a big program, but 1t has been an unusually good one. 
I believe a total of $204 million has been used under the program over 
the years. 

I have a table I shall request, Mr. Chairman, to be inserted at the 
proper place in the record in connection with my remarks. This 
table shows that through May 31, 1959, the total amount used pur- 
suant to all phases of the program was $204 million. 

There are three different types of assistance to farmers under title 
V of the Housing Act of 1949. First, the provision for direct loans 
to farmers with which to build a home and necessary farm buildings. 

Second, section 503, permits a contribution in the form of credit on 
a loan for the potentially adequate farm. 

And third, section 504—the Langer amendment, sometimes called 
the ‘‘Chic Sales’? amendment—makes it possible to make loans or 
grants to assist in connection with unsanitary buildings, or making a 
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farm safe and sanitary. Sections 503 and 504 have not been greatly 
used. Asa matter of fact, 1 am led to believe that under the Bank- 
head-Jones Farm Tenant Act, there are provisions which provide 
assistance similar to that provided under section 503 of title \ 

My appearance here is to express my opposition to S. 2144, a bill 
which, I understand, was recommended by the Se cretary of Agric ul- 
ture for the stated purpose of simplifying, consolidating, and improv- 
ing the various farm credit programs now administered by the De- 
partment, 

My concern in this measure, as well as in a similar bill now pending 
before the House of Representatives, stems from the fact that both 
would repeal the farm housing program as provided by title V of the 
Housing Act of 1949. 

The pending Senate bill was introduced during the first session of 
the 86th Congress. About the same time a companion bill, H.R. 
7628, was introduced in the House of Representatives. Subsequent 
to hearings by the House Committee on Agriculture earlier this 
session, a second bill, H.R. 11761, was introduced on April 14, 1960, 
which has since been reported by the committee and is now pending 
on the House Calendar. The bill pending on the House Calendar 
differs in several respects from S. 2144 and the original House bill. 

[t is my understanding that the changes which appear in H.R. 11761 
were the result of suggestions made by the Department of Agriculture. 
It is my further understanding that the same changes will be recom- 
mended as amendments to S. 2144. 

Consequently, my opposition is = only addressed to the pending 
Senate bill, but also to H.R. 11761, or, for that matter, to any measure 
which purports to repeal title V of ie Housing Act of 1949, without 
providing for a similar, or reasonably similar, program. Neither 
S. 2144 nor the bill on the House Calendar would accomplish this end. 

Mr. Chairman, I want to clarify something I said a little earlier. 

[ said I was not aware of this legislation. 1 was not aware that the 
House committee had reported the bill in a new form. 

As I recall, Senator Allott introduced S. 2144 in the Senate during 
the last session, and as I reeall, he cireularized the Senators with a 
letter pertaining to the legislation—that is, S. 2144. 

Senator ALLoTr. Yes, sir. 

Senator SPARKMAN. It was the House bill, that is, H.R. 11761, 
that I made reference to. I did not learn until just before leaving for 
Alabama that the original bill had been amended, a new bill intro- 
duced, and the House committee would report the new bill. 

Senator HoLitanp. The testimony of Mr. Hansen as already given 
for the record shows that the Department recommends the adoption 
of the same amendments which are in the new House bill as a part of 
S. 2144. 

Senator SPARKMAN. Yes, I understand such recommendations have 
been made. 

As you know, I am deeply interested in the housing problems of 
our farmers. Farm housing in the United States has been notoriously 
poor for years, and I see no evidence that indicates any substantial 
improvement in the future unless more is done to help the farmers. 
Millions of farm families live in substandard or dilapidated housing. 
Poor housing is particularly bad among those living on marginal 
farms, but exists among all economic classes of farmers. 
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| have a table here which I would like to enter in the record. It is 
based upon the census report of 1950, and I ask permission that it be 
inserted at this point in my remarks. 

Senator HoLLanp. Without objection, it may be received. 

(Table referred to follows:) 


Number of farm families and quality of housing by economic class: 1950 


Percent Percent lack- 
Number dilapidated ing flush 
| toilet 
Commercial farms: 
Class I (value of farm products sold in 1949, $25,000 or 
more 103, 231 || | 35 
Class IIT (value of products, $10,000 to $24,999 ; 381,151 jf . ” 
Class TI (value of products, $5,000 to $9,999 | 721,211 5 | 5A 
Class IV (value of products, $2,500 to $4,999 ; 882, 302 11 71 
Class V (value of products, $1,200 to $2,499) . 901, 316 | i9 | 78 
Class VI (value of products, $250 to $1,199)_ 717, 201 30 | SS 
Other farms 
Part time “és 3 639, 230 | 16 | 70 
Resid lential _- : 1,029, 392 | 23 75 
Abnormal (institutional farms, ete.) $,216 | ; | co 
Total = ; 7 | Dr ek oe a css 


Source: Bureau of the Census. 


Senator SPARKMAN. This table contains the quality of ae housing 
in the United States by economic class or farm. In 1950, 77 percent 
of farm housing was substandard, that is, either dilapidate # or lacked 
inside plumbing facilities. Since 1950, there have been some improve- 
ments, but the 1960 census, which has just been conducted, is expected 
to show that farmers still live in some of the poorest housing in this 
Nation. 

The farm housing problem is no less complex than the farm problem 
in general, it is basically an economic problem. 

We know that low farm income is the principal cause of poor housing 
among farmers, but we have evidence that, in some respects, housing 
of farmers is worse than warranted by economic conditions. 

The best tools to meet this problem are research, education, and 
credit. A great deal could be accomplished if these three tools were 
aggressively applied. 

In 1949, a broad comprehensive housing program was developed to 
carry out an aggressive and all-out attack on slums and blight and 
substandard housing for all families in the United States. The program 
covered farm housing, as well as nonfarm, but because of special 
problems in farm housing, a special program was developed for it. 

Title V of the Housing Act of 1949 authorized loans and grants 
to owners of farms for the construction, improvement, alteration, 
repair or replacement of dwellings and other farm buildings. Funds 
for this program were made available in 1950, 1952, 1955, and 1956. 
The latest action was taken in 1956, when $450 million of direct 
Treasury bor rowings were authorized to be used for direct loans for 
farm housing for a 5-year period up to 1961. 

Title V authorized loans to three types of farms which I have 
already described. 

In addition to a program of loans and grants, the Housing Act of 
1949 authorized the Secretary of Agriculture to provide technical 
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services to farms for the construction and improvement of farm build- 
ings and the reduction of cost of farm dwellings. 

Furthermore, the act directed the Secretary of Agriculture to pre- 
pare and submit to the President and to the Congress estimates of 
national farm housing needs and recommendations for executive and 
legislative action for the furtherance of the national housing objectives. 

These legislative provisions were hailed as a great forward step by 
the Federal Government in extending a helping hand to farmers to 
give them a chance to live in decent quarters at least as good as the 
rest of the population. 

Looking back now, I must admit I have been disappointed in the 
administration of this great law. 

Of the more than $1 billion authorized for farm housing loans under 
Title V, only $204 million was loaned through the end of last vear. 

Furthermore, since 1953 no loans or grants were made for farm 
housing under section 503 and section 504 of title V; that is, no help 
has been extended to these farmers living on any but the farms with 
the highest income. The great masses of farmers who have the 
greatest need have been denied assistance, not because of the law but 
because of the administration of the law. 

I want to say that Mr. Scott testified before our subcommittee this 
morning that there has been a way of accomplishing these objectives 
under the Bankhead-Jones Act. ‘So I take his word that that has 
been done. 

Last vear the Subcommittee on Housing of the Banking and Cur- 
reney Committee, of which I am chairman, conducted a study on 
mortgage credit requirements for the decade of the 1960’s. Among 
the subjects studied was the credit requirements for farm housing. 
Testimony from experts in this field was received and hearings were 
conducted to determine what action, if anv, needed to be taken to 
insure credit so that all families in our economy could expect to obtain 
decent housing in the future. 

One of the witnesses who testified, Dr. E. V. Smith, dean of the 
School of Agriculture, Auburn University, Auburn, Ala., said: 

* * * millions of farm families live in substandard or dilapidated housing. 
Since these homes are dispersed on the countryside, they do not make the same 
impression on our national consciousness that slums in the cities do. Neverthe- 
less, people who live in them are just as uncomfortable as if they lived in similar 
houses in the city. 

Based on the conclusion of this study, I introduced legislation to 
extend the provisions under title V of the Housing Act of 1949 for 
10 more years. 

Furthermore, I urged that the administration of this law be carried 
out more consistently with the intent of Congress. The Subcommittee 
on Housing is conducting hearings on this legislation, along with other 
proposals, at the present time. 

Now let me turn again to the legislation pending before you which, 
among other things, would repeal title V of the Housing Act of 1949. 

1 firmly believe that such a repeal would be a serious mistake. 
I am all in favor of one of the purposes of this bill, to consolidate 
existing laws with respect to loans to farmers. This is good. But 
let us be careful that such action not be used as an excuse for eliminat- 
ing one of our best programs. 
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The proposed legislation before you would eliminate many of the 
benefits under title V of the Housing Act of 1949. 

The Administration proposals would provide very little assistance 
for farm housing. The only provisions which could be considered 
analogous to the present program are those contained in title I. 
Even here, however, the program is geared to real estate loans and 
farm buildings. The word “housing” is not even mentioned in the 
bill. 

I take it, then, that it certainly would be included under the term 
“farm buildings.”’ 

The bill would provide for direct Joans and insurance of loans. 
The direct loans would be severely limited to a small number of eligible 
farms. Let me list some of the limitations. 

The proposed bill would limit loans primarily to family-type farms 
and to those which have a value no greater than the average value of 
efficient family-type farm management units in the county as deter- 
mined by the Secretary of Agriculture. The title V program estab- 
lished a minimum size of farm for eligibility purposes as one which 
produced agricultural commodities of gross value of $400 expressed in 
1944 prices. I fear that any such limitation as indicated above could 
rule out a very substantial number of bona fide farmers. 

Let me say here that Mr. Scott explained this limitation was to 
prevent big loans or loans to big farms, and to make loans available 
for family-sized farms. 

However, he did say that the smaller type farm, as might be covered 
under the definition in title V, in his opinion, would be eliminated. 

Mav I say here, Mr. Chairman, I think that is—— 

Senator ALLorr. Would you repeat that, Senator Sparkman? 

Senator SPARKMAN. Let me explain it a little more. 

We established a definition of a farm in title V as one that produced 
a minimum of $400 of farm commodities measured in terms of 1944 
dollars. Under such a definition, a great many fringe farmers, per- 
haps some doing part-time farming and holding down an industrial 
job, might be able to obtain a loan. 

As a matter of fact, part of the rural development program is to 
encourage, particularly where the farm is not an economically efficient 
farm, farmers to do part-time farming and to hold a part-time job. 
Maybe such farmers have only a few acres to farm. Nevertheless, 
under title V they may be eligible for a farm housing loan. 

I remember in hearings before the Housing Subcommittee, 4 years 
ago I believe, we discussed under the legislation proposed at that time 
that there would be a gap created. 

Mr. Scott testified this morning that in his opinion the same gap 
would exist under the pending legislation, and that these smaller 
part-time farms which are eligible under title V would not be eligible 
under the proposed bills. 

And may I say, this is the only program under which these part- 
time farmers are eligible for housing. Certainly, I believe that they 
ought to be included in any legislation that is enacted. They are now 
included under title V. 

The proposed bill would limit loans to farmers unable to obtain 
sufficient credit elsewhere to finance his needs at rates and terms 
prevailing in his community. 

The chairman discussed this provision with the Department wit- 
nesses, and I shall not go into it further. I do think, however, serious 
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consideration should be given to any proposal which fixes interest 
rates on insured loans so as not to exceed the usury rates established 
by a State. 

As I said to Mr. Scott, it is my understanding that some States 
permit a legal interest rate as high as 10 percent. My own State has 
a legal rate of 6 percent, but a permissive contract rate of 8 percent. 

So it seems to me that certainly there ought to be some kind of 
interest rate control. 

Now, Mr. Scott made a statement to me which sounds rather plau- 
sible. He said that it was the Department’s thought the interest rate 
ought to be geared to land bank loans or farm credit loans generally. 
I must say that I would see no particular objection to a provision that 
insured adequate protection against unconscionable interest rates. 

The proposed bills prohibit the Secretary from making a loan unless 
he has reasonable assurances that the loan can be sold without undue 
delay. Mr. Chairman, I would like this provision explained by one 
of the department witnesses. 

Mr. Smitrx. Senator Sparkman, I would like to explain that provi- 
sion now, if you would care for me to. 

Senator SPARKMAN. Yes, I would welcome your explanation. 

Mr. Smirx. The provision that the Government must be able to 
sell the loan is the amendment that was enacted into law in 1956 
whereby a revolving fund of $5 million was set up within the Farm 
Tenant Mortgage Insurance Fund from which the Government could 
make these loans with Government dollars, close the loans with 
Government funds, and then immediately sell the loans on an insured 
basis. 

Now, we can also handle the insured loans directly with lenders, in 
other words, the lender would furnish the money to close the loan. 

Senator SPARKMAN. Yes, that is right. 

Mr. Smirx. But it is only those loans that are made from this 
revolving fund that must immediately be sold. 

Senator SPARKMAN. Yes, but are not these the only direct loans that 
are made? 

Mr. Smiru. No, they are not. This year the ageney made 
$26,900,000 worth of direct farm ownership loans that are not insured 
in anv Manner. 

Senator SPARKMAN. Is that the Bankhead-Jones Farm Tenant Act? 

Mr. Smirx. Yes, sir. 

And we have also made $40 million of housing loans that have no 
relationship to 

Senator SpARKMAN. Of course, but those $40 million housing loans 
were under title Y. 

Mr. Smirn. Yes, sir. 

Senator SpARKMAN. And my understanding was that under your 
proposal here the only direct loans for housing would be these that you 
describe here that would be at 5 percent, and you must say that they 
can be disposed of. 

Mr. Smirn. No, the Secretary of Agriculture would still have 
authority to make direct loans with Government funds 

Senator SPARKMAN. Under what provisions? 

Mr. Smirx. Under the proposed Allott bill for farm ownership and 
housing purposes. 

Senator SPARKMAN. I mean under what terms? 
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Mr. Smirn. The interest rate would not exceed 5 green the 
repayment terms of the loans would not exceed 40 years. In 
comparing the loans that would be made under the Allott bill as com- 
pared to the housing bill, | have tried to write down here while you 
were speaking several of the things that would be different. 

[ am sure vou would be interested in it. One of the things is, as | 
_ ave just mentioned, the loans would be 40-vear loans rather than 33- 
vear loans under the housing statute——I am —— about loans with 
cians to construction of farmhouses and other farm buildings. 

The second point, the loans would not exceed a 5-percent interest 
rate rather than 4 percent under the present housing statute. 

The third provision is that the Allott bill would establish a different 
floor for the size of the units. You have already referred to that. 

Senator SPARKMAN. Yes. 

Mr. Smiru. The housing bill has a floor that savs the land on which 
these buildings will be constructed must be capable of producing at 
least $400 worth of agricultural commodities at 1944 prices. 

Senator SPAREMAN. Yes, sir. 

Mr. Smirn. Under the Allott bill, we would propose that the farm 
be of sufficient size to contribute substantially to the applicant’s 
overall income, which means he might be working off the farm 40 
hours, but his farm should be of sufficient size that it will be con- 
tributing substantially to his overall livelihood. 

Senator SPARKMAN. Mav I give a little experience that I had 
connection with that provision? 

Over the last several vears we have developed a rather large poultry 
business down in my State. I had a man come over to me one day 
and he said he had a little poultry business down there—I do not 
remember how many chickens he had, maybe a couple of thousand 
and he wanted to expand it. He had a house and maybe 10 acres of 
land. It was right at the edge of town. 

I asked for information from the Farmers Home Administration on 
this matter. No; FHA could not make such a loan because the 
acreage was not sufficient. It always struck me as being a little 
strange that the FHA could not make this loan. 

Neverthelsss, I then asked for information from the Small Business 
Administration on the matter. Unfortunately, this man was caught 
in a no man’s land. 

Finally we did work out something—in fact, | think we have been 
working on something recently between the Farmers Home Adminis- 
tration and the Small Business Administration 

Mr. Smiru. Yes, sir. 

Senator SPARKMAN. In the poultry business. 

This experience is what I am afraid of in connection with the 
definition in the pending legislation. It is going to apply to acreage 
rather than what a farmer is ¢ apable of making on that acreage. 

For instance, if one were going to raise strawberries, one would 
not need 5 acres. 

Mr. Smiru. The Allott bill would not tie it to any acreage. 

[I think the point of issue is how far out in the suburbs of cities the 
National Housing Act operates, and how far in close to the cities 
does the Farmers Home Administration loan program operate. 

Senator SPARKMAN. I think you are right. This is a thing that is 
difficult to cover, and it is a place where lots of houses are built par- 
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ticularly in cases where people want to build on a 5- or 10-acre tract 
and to do their farming before going to work or after returning from 
work. 

Mr. Smirn. I believe | have been with the De ‘partment people 
most every year that they have testified before your committee. 

Senator SPARKMAN. Yes. 

Mr. Surru. I think the issue has been drawn practically every time. 

Senator SparKMAN. And you remember that we discussed this 
subject every time. It was admitted that under the pending legisla- 
tion there would be such a gap. 

Mr. Smirx. The Farmers Home Administration likes to restrict its 
lending to the farm people. We do not like to deal with urban prop- 
erties. So it is a question of how far out from the city will the housing 
people extend their lending and how far into the city will the Farmers 
Home Administration act. 

Even though title V of the Housing Act of 1949 has set a $400 floor 
under on the size of the unit, | am sure vou are aware that in not many 
vears since 1949 until now have we operated all the way down to the 
floor of the statute. We aren’t this vear. 

Senator SPARKMAN. I am sure that is right, but there are a lot of 
these little part-time farmers who have been getting loans under 
title V, who could not have obtained such loans under other farm 
credit: programs. 

Mr. Smiru. Yes. 

I do want to make the point, though, that under the act we are now 
administering, we do make loans to part-time farmers and we could 
continue to do so under the Allott bill. But it is a question of how 
close we would get into the city limits. That is the issue. 

Senator SPARKMAN. I would not ask you to go into the city limits, 
certainly, but I would hate to see that fringe—around almost every 
town you will find them—made ineligible for loans. Perhaps these 
farms consist of 5 or 10 acres, and perhaps members of the family work 
the acreage, and the head of the family will work it when he gets home 
in the afternoon, and I believe there ought to be a provision for this 
type of farmer. They are covered under title V and thev are not 
covered under provisions of the Housing Act. 

Mr. Chairman, those are my principal concerns, I will say, regarding 
this legislation. I do have considerable pride in title V of ihe Housing 
Act, because it has been hammered out over the years as a result of 
experience. When we extended the program for 5 vears in 1956 at 
the suggestion of the Department of Agriculture, I thought the matter 
settled and we were off and would not have these troubles any more. 
I hate very much to see a move made to repeal the farm housing 
program. 

Now, let me say this. 

I was down home last week—my election was a week agostoday— 
and on my way up here I used a different route from what I usually 
use. My wife and I stopped at a small town to have lunch. While 
we were eating I noticed four gentlemen at another table. I did not 
know who they were, but when I started to leave they recognized me 
and stopped me. They said, ‘‘What about this S. 2144?” 

As I have said, I did not know very much about the bill, except I 
recognized it as the number of the proposed consolidating act. I told 











46 FARMERS HOME ADMINISTRATION LOANS 


them I did not know a great deal about it, but that I was concerned 
with the reference to title \ 

They said, ‘‘Well, we are concerned, too. Title V is the best farm 
housing program we have ever had to work with.” 

Now, these were people of the Farmers Home Administration who 
are working at the grassroots level. I have met and talked with a 
great many of the people throughout the State. All of them have 
testified as to the effect of title V, as I have. I am sure they would 
hate to see the program replaced. 

I said a few minutes ago that I was present when the first farmhouse 
was constructed. I also was present when the first insured loan was 
made at Geneva, Ala.—do you remember? 

That must have been about 12 years ago, or maybe longer ago. 

Mr. Smirn. 1948, I think. 

Senator SPARKMAN. 1948. 

Now, my understanding is that the insurance program has never 
worked very well. Is this correct? 

Mr. Smiru. Well, it has worked better in some years than others, 
Senator, because of the loan not being attractive to investors at some 
times, and more attractive at other times. Investors generally that 
have bought these loans have liked them, but of course the rate has 
to be attractive to them. 

Senator SpaRKMAN. I will conclude with just this, Mr. Chairman. 
I would hate very much to see us adopt a new program eliminating 
one that has worked well. I am limiting my remarks to the farm 
housing program contained in title I of 1949 act. I know something 
about the Bankhead-Jones loans. By the way, it is always interesting 
to me to recall that the first speech I made in the Congress was made 
on behalf of the Bankhead-Jones Farm Tenant Act. This was when 
I was a brandnew Congressman back in February of 1937. I remem- 
ber the occasion very well. 

Title V has worked very well, and I hate to see it discarded with 
the program that, at its best, is problematical. I refer primarily to 
the insurance program, because it has not succeeded over the 14 
years it has been in effect. 

Senator HoLuanpb. Let me ask a question. 

Who can give us for the record the volume of operations under the 
insured mortgage? 

Mr. Hansen. Mr. Barnard has it. 

Mr. Barnarp. I have it year by year, Senator, if you want to get 
a contrast. 

Senator Hotianp. I wish you would give it to us year by year, or 
give us specimen years, and if you have got it compiled covering all 
the years you can place it in the record. 

For instance, have you got it compiled year by year throughout its 
operation? 

Mr. Barnarp. From fiscal year 1950—actually it started in 1948— 
I can put those other two in the record. 

Senator Hotitanp. I ask that you put that compilation in the 
record covering the period from 1948, which is when I understand it 
began to operate, and to date. 

(The information is as follows:) 
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Farm ownership insured loans by fiscal years from inception of program in jiscal 
year 1948 through Apr. 30, 1960 


Fiscal year: Amount | Fiscal year—Con. Amount 
Ree te rae san $2, 412, 837 Pi re oe ee $31, 584, 829 
ears oe i Bee 7, 937, 241 BU hoe Se Se 37, 736, 173 
UES ices Ami eee 16, 586, 860 I a a ss a aah a ale 28, 981, 263 
Re ae 17, 596, 050 DU HEOG okicia eines 25, 837, 822 
Bec eee 10, 493, 008 ial oes 35, 733, 594 
Pi wutvineeeawants 10, 681, 721 1960 through Apr. 30, 
ang were koe ate 9, 751. 541 NONE ce ees 13, 248, 459 


Senator HoLianp. Now, give us, if you will, the largest year of 
operation of the insured loans. 

Mr. Barnarp. The largest year of operation was fiscal year 1946, 
when we insured $37,700,000 in farm ownership loans. 

Senator HoLttanp. And what is the smallest year of operation? 

Mr. Barnarp. The smallest year, excluding 1948 and 1949, which 
I do not have, appears to be 1954, when it was $9,750,000. 

Senator Hotitanp. Does that compilation show whether you had 
to make good on the insurance and have had any losses? 

Mr. Barnarp. The losses on this program are practically infinitesi- 
mal, there are hardly any losses. 

Senator HoLLtanp. Under the insurance part of the program? 

Mr. Barnarp. Yes. 

Of course, there also are very few losses on housing loans. 

Senator HoLuanp. Senator Sparkman and Senator Allott, you will 
probably have a better grasp of this than the subcommittee chairman. 
If either of you two gentlemen have questions to ask of Mr. Barnard 
on this insurance feature, I suggest that you do that at this time, and 
then we will go to another matter. 

Senator SPARKMAN. I do not wish to ask any questions, but I would 
like this table to be inserted in the record. 

Senator HoLLAND. We will place it in the record. 

(Table referred to follows:) 
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Senator HOLLAND. Senator Allott. 

Senator AuLorr. | wonder if the chairman would allow me to 
comment about some aspects of Senator Sparkman’s statement? 

Senator HoLLaNnpb. Certainly. 

But before vou do that, do vou have any questions to address to 
this insured loan program? 

Senator ALLoTr. No; 1 do not. 

Senator HoLLaANnb. We will be glad to hear any comments vou have. 

Senator ALLorr. I just want for the record to clear up for Senator 
Sparkman the origin of this bill. 

Senator, I started practicing law in 1950 in eastern Colorado, and 
asa result went through the great drought area and the drought period 
of the thirties there. I stil go there, and asa result | also went through 
the drought period of the 1950's, from 1951 to 1957. 

When I was Lieutenant Governor there, going through this period, 
I did a lot of work and found out that one of the greatest needs of our 
farmers and ranchers was a modernized, streamlined credit program. 

| used to carry around with me six or seven different pamphlets- 
and Mr. Smith has seen me with these, I believe—where the farmer 
and even the FHA Administrator would become so confused as to 
which one you make application under or how many you make 
application under that it was worthless. 

You have seen my friends, who had committed no crime except that 
thev lived in a place where the Lord had deprived them of water for 
a few vears, stand in line a block or a block and a half long waiting 
to get farm credit. 

So when I came here the first thing I did was to offer a bill—which, 
incidentally, was in substance the same as this—to combine all loans 
into three types, the real estate, the operating, and the emergency-type 
loan. 

I think that I have rewritten, and with the help of the Agriculture 
Department, with the help of friends, I have rewritten this bill 20 
times at least since 1955. And so the bill you have before vou is 
not aimed to destroy any program, the only purpose of this bill is to 
streamline the procedures so that we do make a program for which 
we are appropriating money every vear, that we do make this program 
work and put it in a form where it is available and meaningful to the 
farmer. 

I am not sure, I will say this very frankly, because I do not know 
enough about the workings of title V, to assess the situation with 
respect to that, and I will leave that to these other gentlemen. 

Senator HoLtuanp. The workings of what? 

Senator AntLorr. Title V—because | do not know enough about 
the workings of title V. 

But I did want to assure you and let you know the history and the 
background of this bill. 

I recall the letter that you write, I read your letter in full some time 
back. 

Senator HoLttanp. Do we understand, Senator Allott, that vou do 
not wish to restrict any helpful features or eliminate any helpful 
features of title V that have been developed by experience under that? 

Senator Attorr. No, I would not. 

As a matter of fact, it certainly was my intention in the original 
drafting of this bill that it would contain all such features. We tried 
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to retain all the principles of the present legislation in this bill, except 
where they just had to be changed. 

Senator HoLtanp. Your purpose was to simplify, as I understood 
you, procedures under all of the bills administered by FHA, so as to 
ong all possible loans under one of three classifications, loans on 

eal estate and loans for the operation of the farm, and loans for— 
ios was the third? 

Senator AtLtorr. Emergencies, emergency-type loans. These are 
the ones, you recall, where the Governor and his secretary have to 
certify. 

Senator HoLtanp. Was it vour purpose to make permanent title V? 

Senator Atiorr. No, this bill would repeal title V and incorporate 
the principles—at least that was my intention—incorporate the prin- 
ciples into this bill. 

Senator Hottanp. Was it your purpose to incorporate those prin- 
ciples of title V into permanent legislation? 

Senator Attorr. Yes, into this. 

Senator HoLttanp. This legislation would be permanent? 

Senator AtLorr. That is right, sir. 

Senator HoLLtanp. Did you have anything further? 

Senator SPARKMAN. Nothing else. 

Senator HoLttanp. Anything further, Senator Allott? 

Senator AtLorr. Nothing further. 

Senator Hotianp. I see it is exactly 12 o’clock. I suggest that 
after a few questions which I am going to ask you about the Fong 
amendment that we recess until 2. 

I noted that your statement, Mr. Hansen, made no reference to 
S. 2891 as offered by the Senators from Hawaii, or to the rewritten 
amendment which was offered by them to be incorporated in the 
Allott bill on the presentation of that bill as reported by the House 
committee. 

Do you care to make any comments on the provisions of the Fong 
proposal? 

Mr. Hansen. I would like to ask Mr. Smith, who has been working 
with that phase. 

Mr. Smirx. Mr. Chairman, the Department has filed a favorable 
report to the Fong bill. 

Senator HoLttanp. That has been incorporated. 

That is a very brief report signed by Mr. Morse, but it is not in any 
detail. 

Mr. Situ. Yes, sir.' The Bankhead-Jones Farm Tenant Act, 
title I, and the Housing Act, title V, require the Department, in making 
loans under those two statutory authorities, to obtain mortgages 
based on a fee simple title te the land. 

Senator HoLtuanp. This kind of modification applicable to Hawaii 
at least is almost a necessary condition for you to operate on any 
scale in Hawaii; is that correct? 

Mr. Smitu. Yes. We have made a few farmownership loans in the 
State of Hawaii and have made a few farm housing loans. But the 
program is rather limited, because you do not find many farmers that 
have a fee simple title to the land. 

Senator HoLttanp. Do you think it is feasible to proceed as pro- 
posed by the Senators from Hawaii by extending the coverage of 
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FHA operations so that it would apply to leasehold, always with the 

condition that the FHA has discretion to apply it or not in any indi- 
veal case depending upon whether or not you feel that the lease is 
of such nature and such duration as to give you full security? 

Mr. Smrrn. Yes, sir; if the terms of the lease are satisfactory, 
including the length of the lease, and other terms that would be 
necessary to make it a satisfactory security base, we think the Depart- 
ment can satisfactorily make loans to leasehold operators. 

Senator Hottanp. Do you favor the wording of that proposal as 
suggested in the rewritten amendment which has been offered here 
this morning? 

Mr. Smira. Senator, we are not familiar with the-——— 

Senator Hotuanp. Let’s hold the answer to that question for our 
meeting this afternoon. 

Senator Allott, do you wish to make any comment on this? 

Senator ALLoTT. Senator, you have raised a question here which 
I would like to suggest, if he is going to answer it this afternoon, that 
under this proposal there should be an inclusion of some provision as 
to the approval of the terms of the lease. The two conditions that 
are put in this proposal of the two Senators from Hawaii are that it 
would provide adequate security, and, two, reasonable probability of 
accomplishing the objectives for which the loan is made. I just offer 
this as a suggestion. 

He has mentioned the fact that if the lease is satisfactor y, the terms, 
that then they felt they could go ahead. But I do not find any 
criteria in this bill relating to approval of the lease by the Department. 

Mr. Smita. The loan itself, the approval of the loan would be with- 
held, Senator, until the terms of the lease were satisfactory. 

Senator HotLtanp. Well, the Senator has made a suggestion, that 
he thinks the wording might well be studied to see whether it is broad 
enough to cover that proceeding. And please remind me to ask you 
about that feature as we start this afternoon. 

(Whereupon, at 12:05 p.m., the committee recessed, to reconvene 

2 p.m. the same day.) 


AFTERNOON SESSION 


Senator HoLuanp. The subcommittee will please come to order. 

| believe I asked you to look up rather carefully the provisions of 
the proposed amendment suggested by Senator Fong, and be able to 
advise me as to the agency’s viewpoint. 

Mr. Smiru. Yes, sir. 

Senator HoLuanp. Are you ready? 

Mr. Smiru. Yes, sir; we are. 

The provisions of the amendment that has been suggested by 
Senator Fong we think are proper, but would be more helpful if the 
words “and other provisions needed” after the word “alone” were 
added. 

Senator HoLtuanp. Let me see the text, please. 

Mr. Smiru. In the third line from the bottom. The sentence 
would read, then—— 

Senator HoLtuanp. ‘Which the Secretary determines,” and then 
go ahead. 
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Mr. Smirx (reading) : 
* * has an unexpired term for a sufficient period beyond the repayment period 


of the loan and other provisions needed to provide (1) adequate security and 
(2) reasonable probability of accomplishing the objectives for which the loan is 


made. 

Senator HoLianp. In other words, if | understand you, vou feel 
that the lease must be checked as to eee provisions, probably a good 
many, which might or might not be in it, other than the term? 

Mr. Smiru. That is right, sir. 

Senator HoLtuanp. Well, I fully agree. With that one change, does 
the amendment meet with vour approval? 

Mr. Smiru. Yes, sir; it does. 

Senator Hotuanp. All right. Thank vou. 

Now we come under item 5, on page 4, of vour prepared statement, 
which we have already discussed to some extent earlier in the hearing. 
It seems to me that your provision of interest rate of not more than 
5 percent for direct loans is clear and appropriate. But I suggested 
that vou consider a limitation of 6 percent, not more than 6 percent, 
for insured loans. Have vou given thought to that? 

Mr. Smiru. Yes, sir. We will provide the committee with the 
draft. 

Senator HoLttanp. What about the substance of that? 

Mr. Smiru. Senator, it is our feeling that that is substantially the 
result of the bill that has been reported out by the House committee, 
to which we have agreed. 

Senator HoLtLtanp. But I understood that even that doesn’t state 
anv limitation, any maximum rate. 

Mr. Smirx. That is right, sir, 

Senator HotLtanp. But relates the matter to the question of 
applicable and prevailing rates in the area. 

Mr. Smirx. In the State in which the loan was made. But, as I 
pointed out this morning, there are some 10, 11, or 12 States, I believe, 
Senator, that provide in the State statutes maximum interest rates on 
loans of not to exceed 6 percent. The Farmers’ Home Administration 
real estate program naturally would operate on a uniform national rate. 
We have always operated on a uniform national basis. So the effect 
of the House bill would in effect be a maximum 6-percent rate. 

Senator Hotuanp. All right. Thank vou. The matter of annual 
ceilings, 150 million, was merely a continuation of existing law? 

Mr. Smirx. That is right, sir. 

Senator HoLtuanp. That ceiling has been more than adequate, has 
it? 

Mr. Smiru. Yes, sir. 

Senator HoLtianp. I note that vou recommended, and that the 
Allott amendment contains, a provision which would increase the 
total amount of loans that could be made out of the insurance fund 
at any one time from 5 million to 10 million. Do you mean per year? 
or that that is the total that could be existing? 

Mr. Hansen. Existing at any one time, in the insurance fund. 

Senator HoLttanp. You further state in vour prepared statement 
that you don’t think 5 million has been sufficient, and that you think 
the 10 million would be. 

Mr. Hansen. I believe that is right, Senator. It takes some time 
to process the loans. And in making those loans we need a revolving 
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fund of sufficient size to compensate for the time lag between loan 
approval and loan closing. 

Senator HoLLtanp. Under subsection 8 of page 5, I note vou state 
that the Allott bill discontinues the present statutory requirement 
that farmownership funds be distributed to States on the basis of 
farm population and tenancy? 

Mr. Hansen. Yes, sir. 

Senator HoLLaNp. What is the new basis that is provided by the 
bill? 

Mr. Smiru. Senator, the revised bill that has been reported out by 
the House committee on this particular point provides that of the 
direct funds that are made available by Congress each year, 25 
percent of those funds shall be distributed among the States based on 
the percentage of tenancy in relationship to farm population and 75 
percent would be distributed to the States based upon the applications 
received for loans and the history of lending in the State. 

We have studied the House bill provision rather carefully, and we 
think it would provide a satisfactory basis for the agency’s operations. 

Senator HoLLaNp. You recommended that that provision of the 
present House bill be inserted in the pending measure? 

Mr. Smiru. Yes, sir. 

Senator HoLuLaNp. I notice in vour recommendation that appraisals 
for all loans to individuals will be made on a uniform basis. Does 
that mean by trained personnel of FHA? 

Mr. Hansen. That is right, st—persons who are trained agri- 
culturists, and who have had experience in the field of appraisals, 
and are familiar with the appraisal systems of other lenders. 

Senator HoLLtanp. Would this involve more expense, or do you 
have the pumber of appraisers vou need? 

Mr. Hansen. We are operating under that system now, Mr. 
Chairman. 

Senator HoLianb. I notice in subsection 11, on page 7 of vour 
prepared statement, that the real estate loans would be limited to 
90 percent of the value. What is the present limitation? 

Mr. Hansen. Farm ownership loans may be made up to 100 per- 
cent of appraised value under the direct loan program and 90 percent 
under the insured loan program. Soil and water conservation and 
farm housing loans may be made up to 100 percent of the appraised 
value of the farm. 

Senator HoLtanp. And you recommended that the 90 percent 
figure apply to both? 

Mr. Hansen. We recommended that we operate under similar 
limitations for all real estate loans. 

Senator HoLuaNnp. I note that you recommended that no borrowers 
real estate debt could exceed $50,000. What is the present provision? 

Mr. Hansen. There are no limitations at present except on soil 
and water conservation loans. Also, loans to purchase or enlarge 
farms may not exceed the average value of family-type farms within 
the county where the farm is situated. In no case do we have any 
average value assessed in excess of $50,000 at this time. 

Senator HoLLanp. You are speaking at this time of real estate 
loans and not of the emergency loans? 

Mr. Hansen. That is right. 
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Senator HotLtanp. The $50,000 will be more than any real estate 


loan outstanding, or any that you have found it necessary to make, 
is that it? 

Mr. Hansen. I would like to ask Mr. Smith to comment on that. 

Mr. Smirx. Well, sir, at the present time, the agency is actually 
making three types of real estate loans. Real estate loans under 
title [ of the Farm Tenant Act have these limitations. If a loan is 
for the purchase of a farm in its entirety, or to enlarge a present 
farm unit, then the loan cannot be made on a farm which, after a 
loan is made, would have a value in excess of the average value of 
efficient family-type farms in the county in which the loan is made, 
as determined by the Secretary of Agriculture. 

Now, if the loan is made for refinancing purposes, or for the develop- 
ment of an existing unit, then there is no statutory monetary limit on 
the size of the loan. The only limitation is that the Secretary must 
find that the farm is not larger than a family-ty pe farm. 

Now with respect to farm housing loans, there is no monetary limit 
as to the size of these loans. Soil and water conservation loans to 
individuals may not exceed $25,000. The Allott bill now provides 
that the agency could not make a loan on a farm which, after the 
loan is made, would have a real estate indebtedness on the farm in 
excess of $50,000. If there was an existing mortgage on the farm, 
that would have to be included in the determination that the agency’s 
loan and the existing mortgage would not exceed $50,000. 

Senator, in connection with this particular provision, I would like 
to tell you what action the House committee took. 

The House committee action resulted in restoring the present pro- 
visions of the Bankhead-Jones Farm Tenant Act, namely, that loans 
to purchase farms and enlarge farms could not be made in connection 
with units that after the loan was made would have a value in excess 
of the average family-type farm for the county. 

Senator HoLtanp. What does that mean in terms of dollars and 
cents? 

Mr. Smriru. In terms of dollars and cents it means about this. At the 
present time, the county average values that have been established 
over the country by the Secretary, and agreed to by the agency, range 
from approximately $18,000 up to $50,06C. That is the range that 
has been established. In the western part of the country and in the 
Midwest farmland values are high and the average family-type farm 
has a higher value than it does in other sections of the country. 

That would be the only restrictive feature of the agency’s lending 
with respect to loans to buy land. 

Senator HoLtanp. Then you mean the House committee struck 
out the $50,000 figure, and left it as it is now? 

Mr. Smiru. The House committee left the balance of the real estate 
lending limited to loans on not larger than family-type farms. 

Senator Hotnanp. But as a practical matter, you have not found 
that any of them exceeded $50,000? 

Mr. Smiru. Yes, sir; we have made a few real estate loans where the 
total debt on the unit was in excess of $50,000. 

Senator Hotuanp. Off the record. 

(Discussion off the record.) 

Senator HoLuaNnp. On the record. 
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Now I note that the Allott bill does not include a specific time limita- 
tion on the authority of the Government to repurchase insured loans. 
You recommended the continuation of the present law requirement 
under which those repurchase agreements must be for not less than 
5 years from the date of the note? 

Mr. Hansen. Yes. We would recommend that we continue with 
the 5-year feature. 

Senator HoLttanp. What was put in the House bill on that? 

Mr. Smiru. The 5-year limitation was included in the House bill. 

Senator HoLLaNnp. I note that the Allott bill increases the limit of 
the maximum principal indebtedness of an association for soil and 
water conservation, and so forth from the present limit of $250,000 
to $300,000. Is there any need that you have discovered for that 
increase? 

Mr. Smiru. Yes, sir; there is. The association loans that the 
agency is making at the present time, Senator, are primarily loans 
involving the establishment of domestic water supplies in rural areas. 
Loans can be made for irrigation and drainage as well as for domestic 
water supplies, but the main demand for loans in recent years has 
been in the rural domestic water supply field. 

The $250,000 limit was established by statute by Congress in 1954. 
The cost of building materials has increased since then and we have 
found that the $250,000 limit does inhibit the proper administration 
of this type of lending authority. We think that an initial loan limit 
of $350,000 would be more satisfactory insofar as meeting the needs 
of these types of group services. 

Senator HoLLanp. You recommend that the $300,000 stated by 
the Allott bill should be enlarged to $350,000 for initial loans? 

Mr. Smita. Yes, sir. 

Senator HoLttanp. With a further limitation on maximum prin- 
cipal indebtedness to $500,000? 

Mr. Smit. Yes, sir. 

Senator HoLttanp. Would that be the maximum principal indebted- 
ness to your agency, or overall? 

Mr. Situ. To the Farmers Home Administration, but, Sen- 
ator: 

Senator HoLLanp. You are in effect recommending that the present 
limitation be doubled, then? 

Mr. Situ. That is right, sir. We have found in connection with 
these rural water associations, that few have needed to expand the 
lines after the original loans were made. And for that reason, we do 
need some additional lending authority to aid in that type of service 
where required. 

Senator HoLianp. I notice in your subparagraph 14, on page 8, 
you included what looks like even a further addition, beyond the 
$500,000, for the financing of the construction of domestie water 
systems. Just what does that paragraph 14 mean? It is quite long 
and involved. 

Can you restate it? 

Mr. Situ. Yes, sir. 

The paragraph 14 that you have reference to does not provide any 
additional authority with respect to the size of the loans, or the 
amount of money that could be advanced to any one association or 
organization for these domestic water supplies. But we have found 
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a need in some areas to include in the group being served by the 
association, the rural residents and rural communities in addition to 
farmers. So the purpose of this particular language in the statute 
would be to enable the agency to encompass in the rural water supply 
association not only the farmers in the area, but the rural residents 
that may be living along the lines being built, and even a small 
rural community that may be in the area served. 

Senator HoLianp. This plan would not involve an additional 
increase of the maximum limitation above $500,000? 

Mr. Situ. No, sir; it would not. 

Senator Hottanp. Under title IT, covering operating loans, I nete 
that your first suggestion is that the amount of unpaid principal that 
a borrower could owe on operating loans would be increased by the 
Allott bill from $20,000 to $30,000. 

Do you approve of that increase? 

Mr. Hansen. Yes, we do, Senator. 

There are instances in some sections of the country where it requires 
more than the $20,000 in capital in order to carry on efficiently the 
diary business, for example, and some of the other specialized farming 
enterprises, where the investment required for production and operat- 
ing purposes, are in excess of the $20,000 limitation we have at present. 

Senator Hotianp. I note that every feature of the bill so far has 
raised the field of operations of the agency. How much do you think 
the size of the overall operation will be necessarily increased if all 
these changes are adopted? 

Mr. Smiru. Senator, we do not anticipate any changes in the 
type of operator that will be served by the Farmers Home Adminis- 
tration, because the operator that we are serving, in order to be 
successful in the farming business now, is requiring a greater outlay 
of capital investment, ‘and a greater outlay of annual operating 
expenses to carry out his operations. 

Now, at the present time the average size of the operating loans, 
Senator, for the agency, this fiscal year, is running approximately 
$2,940 over the whole country, averaging up all of the operating 
loans we make. Loans to new borrowers average about $4,650 and 
subsequent loans to indebted borrowers about $2,155. 

Now—— 

Senator HoLLtanp. Evidently vou have found some, though, where 
you think you should go above $20,000, or you wouldn’t be recom- 
mending this change to a maximum limit of $30,000. 

Mr. Smita. That is right. 

Now, with the limit in the statute at the present of $20,000, in 
order to properly protect the Government’s security interest, we 
have to stay safely under the $20,000. 

In other words, we cannot loan up to the maximum, because if 
something happened to the operations that would require additional 
advance of money, we would have to stay rather safely within the 
statutory ceiling. And we do find there are some family type farm 
operators in the Nation that we cannot serve under the $20,000 limit, 
and to keep the program on a national basis, serving all segments of 
the family type farm operation, we thought it was necessary to bring 
to the attention of the committee that the limit should be raised. 

Senator HoLtLtanp. Well, how much do you figure these various 
increases will increase the total need for money on the part of your 
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agency? You are suggesting the increase of the loans to associations 
from $250,000 maximum to $500,000 maximum. You are suggesting 
the increase of maximum operating loans from $20,000 to $30,000. 
And there have been other minor increases that I don’t recall now. 
That indicates to me you are expecting to enlarge the financial size 
of the operation. 

Mr. Smit. No, sir; I do not think these increased limits will have 
anv immediate impact upon the budget requirements. 

Senator Hotuanp. Well, I don’t see how it could fail to produce 
just that result. 

Certainly, there is nothing in this bill that diminishes the number 
of your clients. 

Mr. Smitu. Well, that is right, sir. But we never have been able 
to serve, with the appropriations that have been made available, all 
of the people that apply for loans each vear. This provision would 
merely make it possible for us to serve more adequately those that do 
apply and that we are able to serve. 

Senator Cooper. Mr. Chairman, may I ask a question at that 
point? 

Mr. Smith, what is the present limit on the indebtedness of an 
individual—on a loan for the purchase of a farm? 

Mr. Smiru. There is no statutory limit, Senator. The statute 
provides at the present time that the agency cannot make loans to 
purchase farms, or enlarge farms, where the farm after the loan is 
made will have a value in excess of the average family-type farm for 
the county. And as I! was pointing out to the chairman a few minutes 
ago, that provision was reinserted in the bill in the House committee. 

Senator Cooper. It is determined, then, by regulation. You 
determine the average value of the family-sized farm in a county? 

Mr. Smitu. Yes, sir. 

In your State it would vary, of course, by counties. In certain 
parts of the State it would be higher than others. 

Senator Cooper. The reason I asked—on page 7—I don’t want to 
interrupt the chairman—— 

Senator HoLianp. That is all right. Go ahead. 

Senator Cooper. You say on page 7, numbered paragraph 11: 

Real estate loans to individuals would be limited under the bill to 90 percent 
of the value of the farm; however, no borrower’s real estate debt could exceed 
$50,000. 

Mr. Smita. Yes, sir. 

Senator Coorrer. That would be a specific limitation. 

Mr. Smirx. Under the Allott bill, as introduced, it did provide for 
the $50,000 limit on the indebtedness on the farm that was either 
purchased or developed with the agency’s loan. 

Senator Cooprr. For all purposes. Purchase? Development? 

Mr. Smita. Yes, sir. 

Senator HoLtanp. He pointed out, however, Senator, that the 
House modified this provision of the companion bill in the House, so as 
to go back to the present wording, which was the same as that just 
stated by Mr. Smith in response to your earlier question. 

Senator ALLtorr. Mr. Chairman, if | may—lI think that this par- 
ticular thing has caused them a lot of troubles in their administra- 
tion—this average-type farm. And this was the reason in the original 
bill we put the limitation on it. 
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Mr. Smirx. That is right, sir. 

Senator HoLiaNnp. Personally, I am in favor of the limitation for 
that type of loan, because they are designed to permit ownership, are 
they not? i 

Mr, HANSEN. Yes, sir. 

Senator HoLttanp. And why would a citizen have a limit in one 
part of the Nation on his chance to obtain a farm through the aid of 
Federal loans that would be different from citizens in another part 
of the Nation? 

Please explain the item included at the top of page 10 of vour pre- 
pared statement, appearing in the last sentence of that paragraph. 

The bill would increase the limitation on the amount of funds that could be used 


» 


for loans in excess of $10,000, from 10 to 25 percent. 


Mr. Hansen. Presently we are only permitted to use 10 percent 
of our total operating loan money for loans which cause borrowers’ 
indebtedness to exceed $16,000. 

Senator HoLtutanp. That is a limitation upon your total funds 
available for that purpose. 

Mr. HANSEN. For that purpose; that is right. And the Allott bill 
would provide that 25 percent of the total appropriations for operating 
loans could be use ‘d for loans creating indebtedness in excess of 
$10,000. 

Senator HoLuanp. Well, I think that is clear 

Senator Cooper, do you have any question on that! ? 

Senator Cooper. No. 

Senator HoLutanp. Now, we come to the third title—‘‘Emergency 
Loans.”’ Was there any merger required in setting up this title in the 
Allott bill, or have the emergency loans been always regarded as one 
separate field of operation of the agency’s business? 

Mr. Smiru. They have been regarded as a separate field of opera- 
tion, Senator, because they are made from an emergency revolving 
fund that was made available for this purpose by Congress in 1949. 

However, we have found that somewhat the same thing has hap- 
pened to the emergency lending authorities that has happened to the 
other statutory authorities of ‘the agency—namely, that they have 
been added to several times since the original bill was enacted. The 
present Public Law 38 contains three separate types of emergency 
loans that we found duplicate other authorities that we have, and some 
of them are presently obsolete. So it was felt that there was a need 
to bring current the emergency lending authorities, along with the 
other authorities. 

Senator Hoxianp. I note your approval of that provision of the 
Allott bill that properly places the interest rates for emergency loans 
on the same level as the interest rates for loans under titles I and II 
for the same purposes. 

Mr. Smiru. Yes, sir. 

Senator HoLtanp. The present rate on emergency loans is 3 per- 
cent—is it not—except on the special livestock loans. 





Mr. Snurru. That is right. 

Senator Hottanp. And the result of this would be that there would 
not be competition by—or an effort by prospective borrowers, who 
did have some hardship, emergency, to bring themselves under the 
emergency loan program rather than under the normal program? 

Mr. Smiru. Yes, sir. 
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Senator Hottanp. That has occasioned you some trouble, has it 
not? 

Mr. Hansen. It has been very difficult to administer in many 
instances. The unfortunate thing is that often, in the case of the 
smaller operator, it is to his advantage to have an adjustment type of 
loan under our regular Bankhead-Jones operating loan program, 
rather than an emergency loan, because emergency loans are limited 
in purpose. And so there are times when the emergency loan program 
benefits the larger operator with a 3-percent loan, while the family-type 
operator who requires an operating-type loan must pay 5 percent. 

Senator HoLianp. it is pretty hard to reconcile a farmer who has to 
pay 5 percent on one side of a county line, to the fact that his neigh- 
bor on the other side, in a county that has been declared in emergency 
status, is getting his money for 3 percent, isn’t it? 

Mr. Hansen. It is very difficult to determine to what degree it is 
an emergency, and to what degree it is a short crop. 

Senator HoLttanp. And the lines of demarcation cannot be exact. 

Mr. Hansen. That is right. 

Senator Hottanp. Do | understand from the statement contained 
in your subsection 1, under title 111, bottom of page 10, that you prefer 
the provision of the Allott bill on this particular feature of your emer- 
gency loan to that in the House bill? 
~ Mr. Hansen. From the standpoint of interest, yes. We would 
prefer to have a uniform interest rate for similar purposes, yes. How- 
ever, you will note here that the bill reported by the House C ommittee 
on Agriculture contains the current statutory limit of 3 percent—not 
to exceed 3 percent. 

Senator HoLuanp. In other words, this is one instance in which 
vou do not agree with the recommendations of the House committee 
as reflected in their new bill? 

Mr. Hansen. That is right, Mr. Chairman. 

Senator HoLLanp. At the top of page 11, I note with some concern 
that you propose to establish a limit on principal indebtedness for 
emergency loans—a limit of $50,000. 

Now, there is no limit in the present law, is there? 

Mr. Hansen. There is no limit at present, no, sir. 

Senator HoLuanp. Do you have prepared a list of the loans which 
you have made above $50,000 as emergency loans? 

Mr. Samira. Senator, we have not prepared the listing of all the 
borrowers by States. We have that list for several States. 

Senator HoLLaNnp. I requested you to prepare a list for Florida and 
a list for Mississippi, because we had had inquiries about both of 
them. 

Do you have those lists? 

Mr. Smiru. Yes, sir, we have those lists available. 

Senator Honiuanp. Is there any reason why they should not be 
placed in the record? Or do they contain personal matters which 
should not be made a matter of public record? 

Mr. Smirxn. No, sir, | think they can be included in the record. 
It is merely a listing of the borrowers, and the amount of Federal 
funds advanced to them. 

Senator HoLtuanp. And also it lists the amount of unpaid balance. 

Mr. Smiru. Unpaid balance. You may desire to omit that column. 

Senator HoLianp. Off the record. 

(Discussion off the record.) 
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(The information referred to above is as follows:) 


Comparative analysis of estimated probable losses on production and economic 
emergency loans between borrowers whose indebtedness has exceeded $50,000 and 
borrowers whose indebtedness has not exceeded $50,000 


Borrowers Borrowers | 
whose in- | whose in- 
Status as of Mar. 31, 1960 debtedness | debtedness | Total 

has exceeded | has not ex- | 

| $50,000 iceeded $50,000 
ee ene - - — | —_—_— pibivekaocdinie - ———E—E — 
Number of borrowers. _-_---- ‘ : 143 186, 927 187, 070 
Loan advances__..-- . $21, 447, 809 | $440, 932, 405 $462, 380), 214 

Principal credits: | 
Repayments. _. ; . . ‘ 18,771, 154 | 394, 656, 342 | 413, 427, 496 
Writeoffs. _- . | 3, 059, 905 3, 059, 905 
Judgments.......- ‘ sb ania ee a ‘ pitas 20, 013 731, 875 751, 888 
I tt 18, 791, 167 398, 448, 122 | 417, 239, 289 
Principal outstanding_. ; 7 : } 3 656, 642 42, 484, 283 45, 140, 925 
Estimated total probable princips 1 losses 1_._.....__- ; 17 312 15, 072. 688 | 15, 250, 000 
Estimated probable principal losses as percent of advances__- 0.8 3.4 | 3.3 


| 





Total probable losses include amounts already written off as shown above. 


Senator HoLLaNnb. On the record. 

Senator Cooper. Under title I, I notice you say there will be $150 
million made available. 

Mr. Smiru. That is the amount that could be insured each fiscal 
vear. 

Senator Cooper. What is the proportion between the amounts 
available for insured loans and direct loans? 

Mr. Smiru. This $150 million, Senator, is a continuation of the 
present authority that the agency can insure each fiscal year 

Senator Cooper. Each vear? 

Mr. SmivrnH. Yes. 

Now, whether or not we insure that many loans depends upon 
whether or not investors are willing to provide the funds. 

With respect to direct loans, Senator, they fall in three categories 
at the present time; and that is one of the purposes of this bill: to 
pull them together into one type of loan. 

At the present time our direct farm ownership loans have been 
running about $26 million a year. Our housing loans vary—in fiscal 
vear 1959, $60 million was obligated—this vear around $40 million 
will be obligated. 

The soil and water loan authorization has been running around $2 
million to $5 million. 

So when you add up those three figures—$26 plus $3 plus $40 mil- 
lion—you would get the volume of our direct lending. 

Senator HoLLanp. About $70 million, sir. 

Senator Cooprr. I notice you state here that you have been having 
difficulty with your insured loans. 

Mr. Smiru. Yes, sir; because of the interest rate. 

Senator Cooper. How much diffic ulty have vou had? Has it been 
widespread? 

Mr. Smiru. Yes, sir. This vear we are insuring approximately $18 
million. 

Senator Cooper. How much? 
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Mr. Smirx. About $18 million in loans. 

Senator Cooper. As compared to what, sav, in a normal vear? 

Mr. Smirxa. A normal vear, $30 to $40 million. 

Mr. Barnarp. About $36 million last year 

Senator HOLLAND. I asked him to put that all in the record. 

Mr. Smirx. A 5 percent maximum rate that we are able to pay under 
the statute now, which means 4 percent net to the investor, is not a 
very attractive rate today. 

Senator Cooper. Does the House accept vour recommendation? 

Mr. Smirx. Yes, sir; the House committee did. 

Senator Cooper. With that change do you think that you will be 
able to meet the needs? 

Mr. Smirx. Yes. 

Senator, under the House version, the practical result would be 
that the agency could increase the total interest rate to the farmer up 
to 6 percent, which means that the investor would be realizing 5 
percent. 

We think that that would attract many more investors into the 
program than the present interest rate levels. 

Senator Coorprer. Then just one other question. 

I notice there is a change here in the amounts that are allocated to 
the States. What is the allocation now based upon? The farm popu- 
lation? 

Mr. Smiru. It is based upon the percentage of tenants in the State 
in relationship to the farm population of the State. 

Senator Cooper. That would be removed, except for 25 percent 
of the funds, which would be allocated in the same way? 

Mr. Smiru. Yes. 

Senator Cooper. Seventy-five percent of the funds could be used 
any place in the United States? 

Mr. Smirx. That is right. The original formula, Senator, was put 
in the bill in 1937 when loans were made solely for the purchase of 
farms. So the percentage of tenants in a State was then a very good 
formula for the distribution of the funds between States. 

But since then, the real estate lending has been expanded to include 
the enlargement and development of farms that are already owned. 
Also, loans can now be made solely for the refinancing of debts on 
farms. Under the original bill, the formula for distribution of funds 
between States was eliminated completely. 

The House committee inserted the formula you have reference to: 
25 percent of the direct funds would be distributed between the 
States based on the percentage of tenants, and 75 percent would be 
free to be distributed, based on needs. 

Senator Cooprer. | know that you have wide experience in this 
field. The question | would ask: Is there any danger that the con- 
sequence of this change would be that more and more of your money 
would go into enlargement, improvement, expansion of farms—and 
there would be less money available to the man with a family, or to 
a veteran with a family, who wanted to buy a farm—start a farm 
ownership? 

Mr. Smitu. We think that the House committee action, Senator, 
pone be a very satisfactory way of handling the allocation of direct 

unds. 
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[ am sure you are aware of the fact that even under the present 
statute the agency had authority to take funds out from under the 
formula and allocate them to States without regard to the percentage 
of tenancy. 

Senator Cooper. Yes. 

Mr. Smiru. Where we were making loans to veterans. 

Senator Cooper. Yes. 

Mr. Smiru. For many vears now, the direct lending has been 
primarily a veteran loan program. 

Senator Hottanp. Any other questions, Senator Cooper? 

Senator Cooper. That is all. 

Senator HoLttanp. Any questions, Senator Schoeppel? 

Senator ScHorrPe.. I don’t believe I have any. 

Senator HoLLtanp. We have just been dealing with the top of page 
11 of the prepared statement with ihe limit on emergency loans. 

I notice that subsection 3 there states that vou are not incorporating 
in this bill the authority to make economic emergency loans. Is there 
any reason for that? 

Mr. Smit. We have not been using that particular provision of 
the statute for several years. The authority and funds available 
under the regular operating loan program, together with the produc- 
tion emergency loan authority and funds, has been adequate to meet 
the need without the economic emergency loan authority. 

Senator Hotianp. All right. You also say that vou do not incor- 
porate the authority of the feed and seed section of Public Law 38. 
What was the reason for that exclusion? 

Mr. CAMPBELL. Senator, Public Law 480 directs the Commodity 
Credit Corporation to utilize its stocks of agricultural commodities 
for feed and seed, feed for livestock, in any area designed by the 
President as a major disaster area under the Presidential authority, 
Public Law 875. 

Last year the Congress enacted Public Law 85-299, generally 
known as the Mundt bill, which directs the surplus commodity credit 
stocks be sold at the support price level where feed supplies are short 
and marketing prices are high. 

It was the feeling of the Department that those two authorities are 
to a great extent duplicative of the Secretary’s authority in Public 
Law 38 for furnishing feed in emergency areas. 

Senator HoLLtanp. Did you propose to repeal the Public Law 38? 

Mr. CAMPBELL. Yes, sir. 

Senator HoLuanp. Is that specifically repealed under any section 
of this bill? 

Mr. CampBELL. Section 40 of this bill repeals Public Law 38 in its 
entirety. 

Senator Hotianp. Now, with reference to 

Senator ScHorpreL. Mr. Chairman. 

Am I correct that it would repeal the Mundt Act? 

Mr. CampsBELL. No, sir, it would not repeal the Mundt law. 

Senator ScHoErrPe.. It would not? 

Mr. Campseti. The Mundt law would stay on the books ana so 
would the Commodity Credit General Charter authority to dispose 
of its surplus stocks for emergency feed purposes. 

Senator ScHorpPE.. I see. I misunderstood. 
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Mr. CampsBe.t. It would merely repeal the provisions of section 
(2)(d) of Public Law 38, which, in effect, is duplicative authority. 

Senator ScHoEPrPEL. I see. That is clear in my mind now. 

(Discussion off the record.) 

Senator Hotuanp. Title 1V dealing with administrative provisions, 
I find no particular question about, except the establishment of the 
revolving fund. 

I understand from reading the Allott bill that you propose that the 
Congress shall specify each year how much may be expended under 
each objective out of the revolving funds; but, nevertheless, you have 
an ever-larger revolving fund there accumulating which can’t be used 
anvwhere else except in your field. 

I don’t know whether that would appeal to the full committee or 
the Congress or not. 

Would you please state for the record why you favor that revolving 
fund approach? 

Mr. Situ. It does more accurately present the agency’s budget 
to the Congress. While it is very difficult to say that we never would 
reach an area, Senator, where the agency would find a surplus unused 
fund in the revolving fund, counting the notes that need to be paid 
off that are still owed to the Treasury, I don’t think, Mr. Barnard, 
that there would be a surplus of unused funds held in the revolving 
fund. 

Mr. Barnarp. No, sir. We now owe the Treasury around $350 
million and if the annual authorizations by the Congress for the loan 
programs about equal the receipts, we would continue to owe them 
$350 million. We would continue to pay them interest on the balance. 

Senator HoLLaAnp. What objection do you have to having collec- 
tions back into the Treasury and repaying some of that, even though 
we have to appropriate it out, maybe the same year? 

Mr. Barnarb. The principal reason for this revolving fund pro- 
posal is to put the Department of Agriculture’s budget on a net ex- 
penditure basis. I am sure you have heard, Senator, a good many 
comments about the size of the Department of Agriculture budget 
and the fact that the budget overstates the situation. The Agricul- 
ture budget includes our loans in gross amounts, no credit being given 
to the fact we get receipts from loan collections. 

This would correct that situation. 

As Mr. Hansen pointed out in his statement here, the total expen- 
ditures for the Farmers Home Administration reported in the 1961 
budget is $235 million; whereas, under this proposal it would be 
reported as a net receipt of about $18 million. 

In other words, it would show the Department of Agriculture’s 
budget in the proper light, recognizing the receipts on loan programs. 

Senator Ho.tuanp. Is the purpose of this device correctly stated in 
that middle paragraph on page 12? 

Mr. BarNarp. Yes, sir. 

Senator Hottanp. Have you gentlemen both noted that? 

Mr. Barnarpb. It would be very helpful in that respect. 

Mr. Hansen. Yes, that is correct. 

Senator Hotuanp. The difference between your operation, as you 
propose here and now, and the one followed is that each year now all 
net collections go back into the Treasury to temporarily reduce your 
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borrowings from the Treasury; and then the appropriations put you 
in the position of borrowing again from the Treasury? 

Mr. Barnarp. Yes, sir, the budget is prepared in such a way that 
the Department of Agriculture’s portion of it shows only gross ex- 
penditures for these loan programs. That is true with this agency as 
well as REA. 

There is a proposal to do the same thing for REA. This would 
correct the budget difficulty to the extent of $250 million and would 
so reduce the Department’s budget. It doesn’t affect the Treasury 
position at all. 

Our receipts are in the budget, but they are in another portion of 
the budget. 

Senator Coorrr. This would make the receipts come back to the 
FHA? 

Mr. Barnarp. Yes, it would be reflected as it should be. 

Senator Cooper. And you pay the Treasury? 

Mr. Barnarp. As the net cost is to the Treasury. 

Mr. Smiru. There are many people that look at the agricultural 
budget and say that the Farmers Home Administration will cost the 
taxpayers next year $235 million. That isn’t true at all, because the 
amount of money we collect on these loans, plus interest, subtracted 
from the outgoing expenditures for loans would actually be a credit 
of $18 million. The only true cost to the taxpayers is the adminis- 
trative costs of the program. 

Mr. Barnarp. And not all of that. 

Mr. Samira. Not all of that represents costs to the taxpayers. 

Senator HoLtLanp. You are just trying to get on a net expenditure 
basis, is that it? 

Mr. Hansen. Correct, Mr. Chairman. 

(Discussion off the record.) 

Senator HoLtitanp. Has the GAO made any statement with refer- 
ence to this feature of the bill? 

Mr. Bernarp. Yes, sir. I think the letter that you earlier had 
reference to said that the Congress had adequate control and they 
thought that, therefore, it would be all right, as compared to the 
usual revolving fund where the Congress doesn’t, through the appro- 

riation process, get an opportunity to set the annual obligational 
ieahs. 

Senator HoLLtanp. The statement of the Comptroller in his letter 
of August 6, 1959, on this feature of the bill reads as follows: 

This title also provides for the establishment of the Farmers Home Administra- 
tion revolving fund to which the existing assets and liabilities of the current loan 
programs would be transferred, and in which collections and other receipts would 
be deposited. The use of the proposed revolving fund will facilitate placing the 
aan budget estimates of Farmers Home Administration on a net expenditure 
ASIS. 

While we agree with the desirability of placing these annual budget estimates 
on a net expenditure basis, the use of a revolving fund is not the only method of 
accomplishing this result. We believe that irrespective of the method of financing 
adopted, the content and presentation of financial data ean, and should, be 
responsive to the needs of their respective years in the agencies, the Treasury 
Department, the Bureau of the Budget, and the Congress. 


With the permission of the committee, I am going to ask the Comp- 
troller General to state to us in writing what are the other methods of 
accomplishing this result which he apparently approves, although he 
doesn’t specifically approve the method of getting the result. 
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Now, the gist of the reason for your preferring this method of han- 
dling appears in the first paragraph at the top of page 13, doesn’t it? 

Mr. Smiru. Yes, sir. 

Senator HoLuanp. I ask that that paragraph be quoted in the 
record at this time, the first paragraph at the top of page 13. 

(The paragraph referred to is as follows:) 

Expenditures estimated in the 1961 column of the 1961 budget estimates for the 
activities of the Farmers Home Administration in question are $234,859,750. 
The effect of the change in reporting is illustrated by the fact that under the 
proposed revolving fund the estimated expenditures for these purposes would 
have been shown as a net receipt of $18,096,750. 

Senator HoLuanp. Is there anything that you would like to state 
to supplement paragraph 2 on page 1 3, paragraph numbered 2, with 
reference to the provisions of the “Allott bill to release from liability 
borrowers who transfer their security? 

That is a technical question, but it seems to me a very necessary 
field of your operation. 

Mr. Smiru. Yes, sir; it is. It would provide the agency with the 
similar authority that we now have and have had for several years 
for the outright compromise and adjustment of debts, and would 
implement the carrying on of this lending activity when a mortgaged 
farm is transferred to another borrower. 

Senator HoLLtanp. You find no grave changes or substantial changes 
in the Allott bill from your present practices in this field? 

Mr. Situ. That is right, sir. 

Senator HoLLanb. I note you recommend the change of the Allott 
bill in its recommendation that the authority to appoint an alternate 
for each county committeeman should be changed to provide for 
the appointment of alternate committeemen who could act for any 
member of the committee. 

Mr. Hansen. That is right, 

Senator Hotuanp. In other baci there wouldn’t be an identifi- 
cation between an alternate and a fixed committeeman? 

Mr. Hansen. One alternate could serve for either of the three 
regular members. It is just a simplification that would make things 
a little more workable. 

Senator HOLLAND. Subsection 4 at the bottom of page 113 describes 
change in your standard for determining whether an applicant is 
able to obtain credit from a normal source. 

Mr. Hansen. Yes. 

Senator Hotuanp. Do your prefer the provisions of the Allott 
bill to the present law? 

Mr. SmitrH. Yes, we do. 

Senator HoLttanp. To your present standards? 

Mr. Hansen. Yes, we do, Senator. 

Senator Scooepren. Mr. Chairman, I would like to ask this: What 
difficulties would we get into in view of the—I am willing to accord 
a difference of opinion with reference to the interest rate discussions 
that we hear with reference to the present situation in Congress on 
the refinancing of the Government’s obligations. 

Would we get into any difficulty on this by reason of that, the 
position that has been announced and taken by certain segments of 
the Congress? 
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Mr. Smiru. Senator, this particular provision of the Allott bill 
has to do not with the rate of interest that the agency charges for 
its loans, but with the availability of private credit to applicants 
for loans. 

Senator ScHorpPe.. In the respective communities? 

Mr. Smirxn. Yes, the farmers who are applying for these loans. 
Under the present statute, which was written into law in 1946, there 
is a provision that if the applicant is unable to obtain a loan for his 
needed purposes at a rate not in excess of 5 percent, he is eligible 
for these Government loans. 

But in actual practice at the present time, that would qualify a 
vast majority of the farmers, because loans are just not available to 
farmers now at that rate of interest. We think the governing rule 
should be that only those farmers who are not able to obtain loans 
at the prevailing rate in their communities, for the purposes for which 
they need to borrow, should qualify for these Government loans. 

Senator Scuorpret. ‘To that extent, this would be a broadening 
feature, wouldn’t it? 

Mr. Smirn. No, sir. It would permit a more practical application 
of the noncompetitive policy of the agency. We do not compete with 
private sources. 

Senator ScHorppe.. I understand. 

Mr. Sairu. It would permit a more practical application of that 
policy. 

Senator HoLtianp. In other words, instead of measuring a man’s 
capacity to get a loan at a figure of 5 percent or less when there is no 
money available at 5 percent, you measure his ability to get a loan 
at prevailing rates of the type of credit he is seeking? 

Mr. Surrx. That is right. 

Senator HoLuanp. For good credit risks? 

Mr. Smitrn. We think that is the proper standard, Senator. 

Senator HoLtianp. It would seem so to me, too. 

I notice in subsection 7 on page 14, I notice you recommend a change 
in subsection 7, page 14. Was that change accomplished in the text 
of the new House bill? 

Mr. Situ. Yes, sir, it was. 

Senator Hottanp. And, in effect, you are suggesting that we adopt 
that provision of the new House bill? 

Mr. Situ. Yes, sir. 

Mr. Hansen. Yes. 

Senator HoLtianp. Any question on that feature by any member of 
the committee? 

Now, I understood that you said this morning that this matter had 
been studied by the Farm Credit Administration. 

Mr. Hansen. We have—— 

Senator HoLitanp. Have they taken any position on the desirabil- 
ity of the enactment of this legislation insofar as continued clear 
separation of your field of business from their field is concerned? 

Mr. Hansen. Through the various stages, this proposed legisla- 
tion, has been discussed with the Farm Credit Administration people 
and we have never gotten anything but acceptance, as far as I have 
been aware of. 

Is that right, Mr. Smith? 

Mr. Situ. That is right. 
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Senator Hontianp. The Secretary of Agriculture has approved 
this legislation in the main? 

Mr. Hansen. That is right. 

Senator Hotianp. And in his report, but I do not recall that he 
states anvthing about the attitude of the Farm Credit Administration, 
which, of course, he no longer controls. I ask you to get a statement 
from Governor Tootell speaking for the Farm Credit Administration 
on this legislation, unless he wishes to appear. 

Are there any questions or comments or suggestions from either of 
you two Senators? I am awfully glad you could come this afternoon. 

Senator Cooper. I have one. Iam sure many of these things have 
already been covered and I am sorry I could not be present this 
morning. 

On page 6 you make a recommendation as to appraisals. You 
say they should be made uniformly on a normal value basis. In the 
same paragraph you say the requirement now is that the farm be 
appraised on an earning capacity value basis. What is your recom- 
mendation as to determining the value? 

Mr. Smiru. We are in agreement with the terminology of the bill 
reported by the House, Senator, which would provide for a uniform 
appraisal system based upon the normal value of the farm on which 
the loan is made. 

Then the House bill, I believe, goes ahead and explains that the 
normal value will take into consideration both the agricultural 
productive capacity of the farm as well as other factors that effect 
value such as the normal market value. 

This happens to be another instance where the laws we are ad- 
ministering differ. 

When making loans to acquire or develop full-time family type 
farms, the Bankhead-Jones Farm Tenant Act provides that the sole 
criteria as to the value of the farm shall be the farm’s earning capacity 
to produce. 

Farm housing loans under title V of the Housing Act of 1949 
often are made to operators who make a substantial amount of their 
livelihood off the farm. So the value of the farm isn’t determined 
solely by the productive capacity of the farm, but by other factors that 
affect its value. 

With the type of lending that will take place under the Allott bill, 
we think a better national policy would be appraisals based on normal 
value, taking into account both the agricultural productive capacity 
of the farm, as well as other factors that affect value. 

Senator Cooper. Is that judgment made by an appraiser under 
FHA, an independent appraiser, or to what extent is the advisory 
committee making the determination? 

Mr. Smiru. Under the present law, the Bankhead-Jones Farm 
Tenant Act, the county committee arrives at the fair and reasonable 
value of the farm based upon the appraisal made by a person employed 
by the Agency to make appraisals. 

The House version of this bill provides that appraisals will be made 
by appraisers employed by the Secretary. They will be full-time 
Government employees on the Farmers Home Administration payroll, 
and the county committees will serve more or less as loan boards. 
The committees will determined whether the farmer is eligible for a 
loan and the top limit that should be loaned. 
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The committees will have the appraisals as a part of the record when 
they are passing upon the loan. 

Senator Cooper. But the committee’s judgment would be the 
determining thing? 

Mr. Smirx. The committee’s judgment would still be part of the 
loan-making feature, yes, sir. 

Senator ScHoEPPEL. I notice in that connection on page 7, with 
reference to paragraph No. 10, you put this sentence in it: 

“Time and effort can be saved by depending on the appraisal of the 
farm by an employee of the agency trained in making appraisals.” 

Mr. Situ. Yes, sir. 

Senator ScHoEPPEL. Am I to understand that this would in a sense, 
supersede the rec ommendations of that county committee? 

Mr. Smitu. The point, Senator, goes to this question. 

Under the present law, before a county committee of the Farmers 
Home Administration can arrive at the fair and reasonable value of 
the farm, the statute requires that they view the property. 

Senator SCHOEPPEL. Yes. 

Mr. Smirx. And, in addition, that they have before them the bene- 
fit of the technical appraiser’s idea of the value of the farm. 

Now, under the House bill, the committee would no longer be re- 
quired to arrive at the fair and reasonable value of the farm. They 
would have before them, at the time they pass on the loan, the 
appraiser’s opinion of the value of the farm. They would have before 
them the county supervisor’s investigation of the loan applicant’s 
integrity in his dealings with other creditors in order that they may 
determine whether he is the kind of a man that ought to receive one 
of these Government loans. 

In addition, they would know generally what farming operations 
would be carried out on the farm, and would arrive at a decision as to 
whether or not the propesed loan would be a proper loan for that par- 
ticular farm and that particular applicant. 

Now, if we continued the practice contained in the present statute, 
the county committee would have to go and view the farm before they 
would be willing to arrive at the decision as to whether the appraiser’s 
opinion was right as to the fair and reasonable value of the farm. We 
do not think that is nec essary under present-day operations. 

(Discussion off the record.) 

ee Houuanp. Are there other questions? 

If not, the committee will be in recess. 

(Whereupon, at 3:50 p.m., the committee adjourned.) 

(Statements filed for the record are as follows:) 


STATEMENT FILED BY THE HONORABLE OREN E. Lona, a U.S. SENATOR 
FROM THE STATE OF Hawall 


Senator Fong, my colleague with whom I have sponsored 8. 2891, has already 
told you of the unusual land situation in Hawaii which makes this bill—or similar 
amendments to the Bankhead-Jones Farm Tenant Act and title V of the Housing 
Act of 1949—necessary. Senator Fong traced the development of landownership 
in our State which has resulted in the widespread use of leaseholds. 

I should like to expand further on our land situation, which Senator Fong has 
correctly described as ‘“‘unique.’’ Recent data show that 60 owners hold almost 
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half, 46 percent, of all lands ip the State of Hawaii. A dozen owners control about 
30 percent of the total. The small amount of fee simple land which comes on the 
market in any year, either in agricultural or urban areas, is quickly snatched up. 

Many of us in Hawaii are not content with this situation. For more than a 
deeade the Democratic Party in Hawaii has been pledged to a reduction in land 
monopoly, so that more land would be made available, through the open, com- 
petitive market, to farmers and town dwellers. Indeed, the land problem in 
Hawaii is perhaps the most serious and complex to face our State Government. 

However, it is a State problem and can be solved only by the people of Hawaii, 
their legislature and Governor. While they are working toward an answer, it is 
not fair that our farmers be penalized by the Federal Government because of 
Hawaii’s unique land situation, 

Such is the case under the farm loan programs provided by the Bankhead-Jones 
Act and the Housing Act of 1949. Farmers in Hawaii, otherwise qualified to 
receive and use such loans, are excluded from the program if they lease their farm 
lands. It is ironie that Hawaii’s farmers, having especially greot need for loans 
because of the market shortage of arable land, are disqualified to receive them 
because of that verv land situation. 

Our farmers need the help of both Federal and State Governments. It is the 
responsibility of our State to plan and carry out a constructive program of land 
reform. Until that is accomplished, and it must necessarily take a long period of 
time, the Federal Government should extend its regular loan program to the 
farmers of Hawaii. 

Such is the purpose of the amendments to the Bankhead-Jones Farm Tenant 
Aet and to title V of the Housing Act of 1949 which Senator Fong and I have 
proposed. I hope that the committee will approve these amendments and so 
give Hawaii's f¢rmers an equal opportunity to participate in the farm loan program 
of the Federal Government. 


STATEMENT Finep BY Joun A. Baker, Director or LEGISLATIVE SERVICES, 
NATIONAL FARMERS UNION 


We urge enactment of a bill to improve the legislative authority and direction 
of Farmers Home Administration to transform and revitalize that agency into 
an effective yardstick credit ageney for the family farm. 

Several years ago, President Patton of our organization appointed a presidential 
commission on family farm credit with a view to preparing suggestions for im- 
proved credit legislation. 

Members of the family farm credit commission ineluded the following: 

Chairman: James G. Patton 
Vice Chairman: Glenn J. Talbott 
Secretary: Floyd F. Higbee 
Economist: John A. Baker 
Members: 

1. James E. Wells 

2. John Vance 

3. Harvey R. Solberg 

4. Edwin Christianson 

5. Alex Dickie 
Consultants: 

Charles F. Brannan 

Charles Murphy 

Leon H. Keyserling 

M. W. Thatcher 

The recommendations of this commission were presented in detail to your 
committee on May 1, 1956, and to the House Committee on Agriculture that 
same day. 

A bill was introduced in the 84th Congress and reintroduced as S. 1533 in the 
85th Congress, incorporating our recomrrendations. 

With the enactrrent of the small business finance agencies law, one large seg- 
ment of the Farmers Union original rural credit recommendations became law. 

The still unenacted parts of a complete yardstick rural credit program were 
reintroduced in the 86th Congress as 8. 1211 by Senators Humphrey, Byrd of West 
Virginia, Carroll, Chavez, Hart, Hill, Kefauver, Magnuson, Mansfield, McCarthy, 
McGee, Morse, Moss, Murray, Neuberger, Proxmire, Randolph, Sparkman, and 
Yarborough. Under date of July 3, 1956, the exeeutive branch sent you an 
adverse report on this bill. 
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With the passage by Congress of the depressed areas development bill last 
week, another large segment of our proposed program is now on its way to en- 
actment or veto. 

Most of the remaining recommendations which we made on May 1, 1956 have 
recently been incorporated in H.R. 11761, as reported on May 2, 1960 by the 
House Agriculture Committee. We urge vour favorable consideration of this 
bill and some further amendments that we shall suggest below. 

We are convinced that preservation of the family farm is uniquely important 
to the health and stability of our democratic society and to national prosperity. 
We are convinced, also, that an adequate system of credit adapted to family farm 
needs is absolutely essential to the preservation, perpetuation, and promotion of 
the family farm. 

We request your favorable consideration of the following amendments to 
H.R. 11761: 

1. Restore the 5-percent interest rate yardstick in existing law for real estate 
loans. On page 2, lines 12, 13, and 14, strike out the words “‘at rates and terms 

revailing in or near their community” and insert in lieu thereof the following: 

‘at a rate of interest not to exceed 5 percentum per annum.” 

2. Farmers Home Administration should be established as an across-the-board 
yardstick credit agency for family farmers, not just for the smaller than average 
farms. On page 3, line 3, section 103(1), strike out the word “average”’ and insert 
after the word ‘‘of”’ the words “fully adequate’’. 

3. If loans to water utilization and conservation associations are to be of 
greatest value, authority must be available when needed to cover the total area 
that should, from the standpoint of efficient and effective operation, be covered 
by a single project. We suggest, therefore, that page 3, line 24, section 104(a), 
strike out “$500,000” and insert in lieu thereof “$1,000,000” and in line 25, sec- 
tion 104(a), strike out ‘‘$350,000’’ and insert in lieu thereof: ‘$750,000’’. 

4. The period of repayment authorized for real estate loans should be long 
enough to provide a satisfactory ammortization schedule for establishing sus- 
tained-yield farm forests of hardwood trees. We suggest on page 4, line 12, 
section 105, strike out ‘forty years” and insert in lieu thereof: “fifty years.” 

5. The rate of interest allowed on insured real estate loans should not be higher 
than that provided for direct Government loans. We suggest on page 4, in lines 
17 and 18, section 105, strike out ‘‘allowed by the laws of the State where the farm 
is located” and substitute in lieu thereof the following: ‘of 5 percentum per 
annum.” 

6. The yardstick character of Farmers Home Administration operating loans 
should not be destroyed. We suggest on page 10, in lines 1 and 2, section 201(4), 
strike out the words “rates and terms prevailing in or near their community” 
and insert in lieu thereof: ‘not to exceed a rate of interest of 5 percentum per 
annum.” 

7. The purpose for which operating loans are authorized in this bill inelude unit 
reorganization and land and water development and conservation. These needs 
require intermediate term financing and may require considerable initial sums. 
Moreover, the annual operating costs for representative fully adequate family 
farms must be fully covered by the authorized maximum size of initial loan and 
total indebtedness. 

Therefore we suggest: 

(a) On page 10 in line 17, section 203 (1), strike out ‘$30,000” and insert in 
lieu thereof: ‘‘$50,000”’. 

(6) On page 10 in line 21, section 203 (1), strike out ‘$10,000” and insert in 
lieu thereof: ‘$35,000”’. 

(c) On page 11 in line 4, section 204, strike out the words “seven years’’ and 
insert in lieu thereof: “fifteen years’’. 

(d) On page 11 in line 8, section 204, strike out the words ‘“‘ten years’’ and 
insert in lieu thereof the words “twenty years’’. 

8. Authority for emergency loans sheuld extend to temporary economic erises 
as well as natural disasters and other production losses. We suggest on page 11 
in line 21, section 301(a), insert a comma. after the words ‘‘natural disaster’ and 
before the word “‘or’ insert the following: ‘‘temporary economic crisis’’. 

9. An interest rate of ‘5 percentum per annum” rather than “rates and terms 
prevailing in or near their community” should be the yardstick criteria for the 
availabiity of usual credit sources on page 12 in lines 5 and 6, section 301(b) (2). 

10. To adequately preserve the yardstick functio: of Farmers Home Admini- 
stration we suggest on page 21 in lines 3 and 4, section 403(a), strike out: “‘at rates 
and terms prevailing in or near his community” and insert in lieu thereof: “at a 
rate of interest not to exceed 5 percentum per annum”’, 
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11. The extension and performance of the Secretary of Agriculture of voluntary 
farm debt adjustment assistance should be mandatory rather than permissive. 
We suggest on page 26 in line 20, strike out the word ‘“‘may” and insert in lieu 
thereof the word ‘‘shall’’. 

In conclusion, may we say, H.R. 11761 is a well-drawn bill. Its enactment 
would be a considerable substantive as well as administrative improvement over 
the existing welter of yardstick and special family farm credit laws. We strongly 
urge the bill be further improved along the lines we have suggested. This careful 
recodification will establish a more clear-cut foundation law in which still further 
improvements can be made in the future, if and when circumstances warrant and 
permit their adoption. 

Our suggested changes may be summarized into two major points: 

A. Loan and eligibility limitations should be set high enough to establish 
Farmers Home Administration as a fully adequate, across-the-board family farm 
yardstick credit agency rather than solely as a poor peoples’ loan program. 

B. An interest rate of ‘‘not to exceed 5 percentum” per annum rather than 
“prevailing rates in the locality” should be used as the criterion of whether an. 
applicant has been able to obtain ‘“‘adequate’’ credit elsewhere. 





Wasuinaton, D.C., May 6, 1960. 
Senator Spessarp L. HoLuLanp, 
Chairman, Subcommittee on Agricultural Credit, 
Senate Office Building, Washington, D.C. 

DeaR SENATOR HoO.LuaANpD: This is to advise you that the American Farm 
Bureau Federation favors in principle the bill S. 2144 to simplify and consolidate 
and improve the authority of the Secretary of Agriculture with respect to loans 
to farmers and ranchers administered by the Farmers Home Administration. 

This matter was considered by the elected voting delegates at the last annual 
meeting of the American Farm Bureau Federation at which time our basic position 
was stated as follows: 

“Since this agency administers numerous programs developed under circum- 
stances of special needs, we favor consolidation and appropriate revision to pro- 
vide a consistent body of law and policy. We believe it is desirable to establish 
a revolving fund for financing of all activities not now operated on this basis, but 
with specific provisions for control by Congress, through annual appropriation 
bills, of funds for the various classes and types of loans and administrative 
expenses.” 

Our support of the establishment of a revolving fund is based on the under- 
standing that the pending legislation will clearly provide that the Congress shall 
continue to control the total amounts to be loaned under each of the programs 
and also, control the administrative expenses of the agency through the annual 
Agricultural Appropriation Acts, It is our belief that the Congress should retain 
control of the annual lending volume and administrative expenses even if, on 
occasion, it should prove possible for the agency to finance its program entirely 
from collections. If there is any question as to whether the Congress would 
retain such control in the language as presented in the bill, we will support the 
necessary clarifying language. 

Thus, we are pleased to support the principle for which the bills have been pro- 
posed and to accomplish the objectives indicated. 

We would appreciate our views being made a part of the hearing record. 

Respectfully yours, 
Hvueu F. Hatt, 


Assistant Legislative Director, American Farm Bureau Federation. 


WASHINGTON, D.C., May 9,. 1960. 
Hon. Spessarp L. Houuanp, 
Chairn.an, Subcommittee on Credit and Rural Electrification, 
Committee on Agriculture and Forestry, U.S. Senate, Washington, D.C. 

Dear Mr. CuarrMANn: The National Council of Farmer Cooperatives has no 
objection to the purposes of 8. 2141, the bill to simplify, consolidate, and improve 
the authority of the Secretary of Agriculture with respect to loans to farmers. and 
ranchers, and to relegate this authority to the Farmers Home Administration 
generally. 

However, we are concerned about the present increase in farmland values 
beyond their earning capacity in line with our general policy against. inflation. 
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A statement published by the Federal Reserve Bank of Boston analyzes the 
national trend in land values, and points out that at present the ratio of farmland 
values to net income per acre is 9 to 1. Rarely in the past 50 vears, the statement 
says, has as wide a ratio as 9 to 1 existed, and this only for short intervals. There 
has always followed an adjustment of land values downward, or income upward. 
Net return is now about 3 percent on the market value of land, according to the 
statement, which quotes USDA figures. 

The prospects of any substantial adjustment of net farm income upward on a 
continuing basis do not appear imminent. Land values have already leveled out, 
and in some areas of the Midwest, moved downward, according to reports of the 
Chicago Federal Reserve Agricultural Letter. 

We have no objections to the terms and purposes for which Government loans 
are made to deserving and experienced borrowers under tenant purchase, operat- 
ing, water facility, and emergency loan procedure, but we recommend that the 
loan limits be not increased upward beyond the ability of the net farm income to 
provide an acceptable family living and pay off the capital and operating debts 
and interest thereon which may be assumed presently and during the period ahead. 
This would be a disservice to the borrower as well as to the agricultural financial 
strueture generally. 

Sincerely yours, 
JoHn J. RIGGuie, 
Agricultural Credit Committee, National Council of Farmer Cooperatives. 


WasHINGTON, D.C., May 10, 1960. 
Hon. SpessarD L. HoLLANp, 
Chairman, Subcommittee on Agricultural Credit of the Senate Committee on Agricul- 
ture and Forestry, U.S. Senate, Washington, D.C. 


Dear SENATOR HOLLAND: The American’ Bankers’ Association, working 
through appropriate committees, has given careful consideration to the provisions 
contained in the proposed ‘‘Consolidated Farmers Home Administration Act of 
1959,’ or S. 2144. 

We approve the objectives of this bill to simplify and consolidate the legislative 
authority of the Secretary of Agriculture to make loans to farmers and ranchers 
not qualifving for credit from banks or other commercial and cooperative lenders. 
Certainly the Farmers Home Administration is at a disadvantage when confronted 
with the task of administering the maze of laws that have been enacted in the 
last two decades relating to this type of credit. 

While the overall objectives of the proposal are commendable, we would 
appreciate it if you give certain features of the bill special consideration. 

. several instances throughont the bill, when the borrowers’ eligibility require- 
ments are referred to, the language used is: ‘at rates and terms prevailing in or 
near their community.’”’ Yet in other places.throughout the bill, it is indicated 
that the interest rate may not exceed 5 percent per annum. The association 
believes that interest rates should not be fixed by statute or regulation. We feel 
that lending policies and intcrest rates should be responsive to monetary policy 
and should be allowed to fluctuate in accordance with supply and demand condi- 
tions created in the marketplace by borrowers and lenders. 

The bill also contains a provision for the establishment of a revolving fund. 
The association has taken the position that since revolving funds tend to per- 
petuate a Government lending operation, they should be subject to periodic 
congressional review to determine whether their continuation is still necessary or 
desirable. It would appear, from our interpretation of the bill, full congressional 
control of obligations from the fund will be preserved through the annual appro- 
priation process. If this is not so, we would hope proper safeguards will be 
included. In our opinion, congressional control through the annual appropriation 
process should be retained over administrative expenses of the Farmers Home 
Administration and over total loans that may be made under each of the Farmers 
Home Administration programs, even if it should be possible for the agency to 
finance a program exclusively from collections. 

We believe the enactment of the bill with the above suggestions would be 
constructive legislation and would materially reduce the redtape involved in 
administering the program. 

Sincerely yours, 
J. OtNEY Brort, 
General Counsel, American Bankers Association 
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